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draft,
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DIVISION EJ_NOT-FORFFRQFIT CORPORATION LAW

(Source and Compaxable Provisions)

CHAPTER 1. SHORT TITLE; DEFINITIONS; AFPPLICATION

§ 101. Short title

SOURCE:
Derived from N.Y. Not-for-Profit Corporation Law § 101

COMPARAELE PROVISIONS:

I11. General Not for Profit Corporation Act §1

Pa. Corporation Not-for-profit Code § 7101

ABA-ALT Model Non-Profit Corporation Act § 1

Corp. Code § 9000 (General Nonprofit Corporation Law)

§ 105. &pplication of definitions

SOURCE:
Evid. Code § 100

§ 110. "Articles"

SOURCE: _
Corp. Code § .102 (business and nonprofit corporations) (ter-
minology altered)* ‘

§ 102. Articles. “Articles” includes the articles of incorpora- -
tion, amendments thereto, amended articles, certificates of incorpo-
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of consolidation or merzer.

COMPARABLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 102(a)(3)
ABA~ALI Model Non-Profit Corporation Act § 2(d)

§ 115. '"Board"; "board of directora"

SQURCE:
Derived from ABA-ALL Model Non-Profit Corporation Act § 2{g)*

(g) “Board of directors” means the group -of persons
vested with the management of the affairs of the corpora-
tion irrespective of the name by which such group is

[ designated.

COMPARABLE PROVISIONS:
N.Y. Hot-for-Profit Corporatioen Law § 102(a) (6)
Corp. Code § 111 (business and nonprofit corporations)
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§ 120. “Bylaws"

SOURCE:
N.Y. Not-for-Profit Corporation Law § 102(a)(2); ABA-ALI Model
Nou-Profit Corporation Act § 2(e) (same)

COMPARABLE PROVISIONS:
No comparable provision in Corporaticna Cade

§ 125. '"Charitable purpcses"

SOURCE:
New {adopted from Lynch v. Spilman, 67 Cal.2d 251, 261, 431
P.2d 636! 642, 62 Cal. Rptr. 12, 18 (1967))

COMPARABLE PROVISIONS: .
Pa, Corporation Hot-for-profit Code § 7103 ("charitable pur-
poaes“)* .

§ 7103. Definitions

Subject to additional definitions contained in subsequent provi-
sions of this part which arc applicable to specific articles, chapters
or other provisions of this part, the following words and phrases,
when used in this part shall have, unless the context clearly in-
dicates otherwise, the meanings given to them in this section:

“Articles.” The original artictes of incorporation, all amend-
ments thereto, articles of merger and consolidation, and any other
articles, statements or certificates permitted or required to be filed
Ly this part or by Chapter 1 of this title* {relating to general pro-
visions), and including what have heretolore becn designated by
law as certificates of incorporation or charters, If an amendment
or articles of merger, division or conversion made i the manner
permitted by this part restates articles o their entirety or if there
are articles of consolidation, thenceforth the “articles” <hall not
include any prior documents and any certificate issued by the De-
partment of State with respect thereto shall so state.

“Board of directors” or “board.” The group of persons vested
with the management of the business and affairs of the corpora-
tion irrespective of the name by which such group is designated.
The term docs not include an other body. The term, when used in
any provision of this part relating to the organization or procedures
of or the manner of taking action by the Loard of directors, shall
be construed to include and refer to any executive or other com-
mittee of the board. Any provision of this part relating or referring
to action to be taken by the board of directors or the procedure re-
quired therefor shall be satisfied by the taking of corresponding
action by a committee of the board of directors to the extent au-
thority to take such action has been delegated to such committee
pursuant to section 7731 of this title (relating to executive and oth-
ér committees of the board).

“Business.” In thc case of a domestic corporation not- for-profit,
any or all of the activities for which it has been incorporated, and,
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in the case of 2 foreign corporation not-for-profit, any or all of the
activities in which its certificate of authority authorizes it to en-
gage within this Commonwealth.

"‘Bylaws." The code or codes of rules adopted for the regula-
tion or management of the business and affairs of the corporation

irrespective of the name or names by which such rules are desig-
nated,

i "Charitable purposes.” The rclief of poverty, the advancement
. of education, the advancement of religion, the promotion of health,
governmental or municipal purposcs, and other purposes the ac-
: complishment of which is beneficial to the community,

“Common trust fund.” A fund maintained by the corporation
for the collective investment and reinvestment of trust assets, and
any other funds contributed thereto by such corporation, as fidu-
ciary or otherwise.

“Directors.” Persons designated, clected or appointed, by that
ot any other name or title, to act as directers, and their successors.
The term does not include a member of an other body, as such.
The term, when used in relation to any power or duty requiring
collective action, shall be construed to mean “board of directors.”

“Entitled to vote.” Those persons entitled to vote on the matter
under either the bylaws of the corporation or any applicable con-
trolling provision of law.

“Fuall age.” Of the age of 18 years or over,

“Incorporator.” A signer of the original articles of incorpora-
tion. ‘

“Member.” One Having membership rights in a corporation in
accordance with the provisions of its bylaws. The term, when used
in relation to the taking of corporate action includes:

(1} the proxy of 2 member, if action by proxy is permitted
under the bylaws of the corporation; and )

(2) a delegate to any convention or assembly of delegates
of members established pursuant to any provision of this part.

If and to the extent the bylaws confer rights of members upon hold-
ers of securitics evidencing indebtedness or governmental or other
entities pursuant to any provision of this part the term shall be
construed to include such security holders and governmental or
other entities. The term shall be construed to include “sharehold-
er” if the corporation issues shares of stock.

“Nonprofit corporation” or “domestic nonprofit corporation.” A
dnmestic corporation not-for-profit incorporated under Article B
of this part (relating to domestic nonprofit corporations) or here-
tufore or hereafter incorporated or domesticated in this Common-
wealth, which is not excluded from the scope of Article B of this
part by section 7302 of this title (relating to application of article).

“Nonqualified foreign corporation.” A foreign corporation not-
fer-profit which is not a qualified foreign corporation, as defined n
this scction. :
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“Other body.” A term employed in this part to denote a person
or group, other than the board of directors or a rommittee thercof,
who purstant to authority expressly conferred by this part may be
vester by the bylaws ol the corporation with powers which, if not
vested by the hylaws in suck person of group, would by this part
he recuired to be averosed by ettirer:

. (1} thie membership of a corporation taken as a whole;

(2} a canvention or assembly of delegates of members es-
tablished pursuant to any provision of this part; or
(3% the buard of directons,
Fxeept as aiherwise provided in this part a corperation may es-
tablish distinct persons or groups to excrcise differeat powers
which this part authorizes a corporation to vest in an other body,

“Qualified foreign corporation.” A foreign corporation not-for-
profit authorized under Article C of this part * {relating to forcign
corporations not-fur-profit) to du business in this Commonwealth.

“Registered office.” That office maintained by a corporalion in
this Commonwealth, the address of which is fited in the Depart-
ment of State or which was recorded in the office of the recorder
of deeds in the manner furmerly required by statute.

“Representative.” When used with respect to a corporation,
partnership, joint venture, trust or other enterprise, means a di-
rector, officer, employee or agent thereof.

“Trust instrument.” Any lawful deed of gift, grant, will or oth-
er document by which the donor, grantor or testator shall give,
grant or devise any real or personal property or the income there-
from in trust for any charitalde purpose.

“Unless otherwise provided.” When used to introduce a rule
implics that the alternative provisions contemplated may either re-
lax or restrict the stated rule

*“Unless otherwise restricted.”” When used to introducce a rule
implies that the alternaiive provisions contemplated may further
restrict, but may not relax, the ~tated rule.

§ 130, "Corporation" or "domestic corporation” .

SQURCE:
Derived from ABA-ALI Model Non-Profit Corporation Act § 2(a)*

(a) “Corporation” or “domestic corporation” means a
non-profit corporation subject to the .provisions of this
Act, except a foreign corporation.

COMPARABLE PROVISIONS:
Corp. Code § 106 (business and nomprofit corporations) .
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§ 135,

§ 140.

§ 142.

§ 143,

"Director"

SOURCE:
Derived from N.Y. Not-for-Profit Corporation Law § 102(a)(6)*

{6) “Director” means any member of the governing board of
a corporation, whether designated as director, trustee, manager,
governor, or by any other title, The term “board” means “board
of directors™. : -

COMPARABLE PROVISIONS:
Corp. Code § 110 (business and nonprofit corporations); Pa.

. Corporation Not-for-profit Code § 7103 ("directors')

"Foreign corporation"

SOURCE :
Derived from N.Y. Not~for-Profit Corporation Law § 102(a)(7)*
I (

(7} “Foreign corporation” means & corporation formed under
laws other than the statutes of this state, which, if formed under
the statutes of this state, would be within the term “corporation
or domestic corporation” as herein defined. “Authorized”,
when used with respect to & foreign corporation, means having
authority under Article 18 (Foreign Corporations)? to conduet
activities of the corporation in this state. :

COMPARABLE PROVISIONS:
Corp. Code § 106 {business and nonprofit corporations)

"Iacorperator”

SOURCE:
Corp. Code § 105 (business and nonprofit corporations)(same)

COMPARABELE PROVISIONS:
Pa. Corporation Not-for-profit Code § 7103 ("incorporator")

"Insolvent"

SOURCE: ,
ABA-ALI Model Non~Profit Corporation Act § 2(h) (same)

COMPARABLE PROVISIONS:
N.¥. Rot~for~-Profit Corporation Law § 102{a)(8)



§ 145, 'Member'; "membership"”

SQURCE:
Derived from ABA-ALI Model Non-Profit Corporation Act § 2(f)*

(f) “Member” means one having membership rights in
, a corporation in accordance with the provisions of its
articles of incorporation or by-laws.

COMPARABLE PROVISIONS:
Corp. Code § 104 (busineas and nonprofit corporations)*

§ 104. Member. “Member” includes each person signing the
articles of a nonstock corporation and each persen admitted to mem-
bership therein. -

§ 150. "Membership corporation”

SOURCE:
New

§ 155, “Not-for-profit corporation” or "nonmprofit corporation"

SOURCE : R ,
Derived from N.Y. Not-for-Profit Corporation Law § 102(a)(5)*

{5) “Corperation” or “domestic corporation” means a cor-
poration (1) formed under this chapter, or existing on its effec-
tive dute ' and theretofore formed under any other general stat-
ute or by any special nct of this state, exclusively for a purpose or
purposes, not for pecuniary profit or financial gain, for which a
corporation may be formed under this chapter, and {2) no part
of the assets, income or profit of which is distributable to, or
enures to the benefit of, its members, directors or officers ex-
cept to the extent permitied under this atatute, )

S,

COMPARABLE PROVISIONS:
Corp. Code § 107 (buasinese and nonprofit corporations)*; Pa.
Corperation Not-for-profit Code § 7103 ("nonprofit corporation™)

§ 107. Stock corporation; monstock corperation. “Stock corpo-
ration" means a corporation authorized to issue shares of stock,

“Nonstock corporation” includes every corporation other than
a “stock corporation.”

§ 160, 'Voting power"

SOURCE:
Naw



§ 165. Scope of diﬁision

SOURCE:

Derived from Corp. Code § 900! (nonprofit corporation)#
— _ ‘

ot

§ 9001.
profit corpo

COMPARABLE PROVISIONS: _

. Corp. Code § 119 (businesa corporation); N.Y. Not-for-Profit
Corporation Law § 103*; Pa. Corporation Not-for-profit Code
§ 7102; ABA-ALI Model Nom-Profit Corporation Act § 3

§ 103. Appleation : |

(») Except 2a otherwise provided in this sestion, this chapier applics
to every domestic corporation as hersin defined, snd to every foreign
eorporatien ns hersin defined which is wutberized to condust or whish
condnets any melivitios in this state. This hapter also applies to any
other domestic corporation or foreign eorpormtion of any type or kind
to the extent, if any, provided under this chapter or sny law governing
such corporation and, if no soeh provision for application is made, te
the extent, if any, that the membershi rations law applied to such
corporation as of the effective date of fhin egapber. A ecorporation formed
by a special act of this state which has s its principal purpose an edu-
eetion purpose and which is & member of the upiversity of the siate
of New York, is an “education eorporation” under section two hundred
sixteen-g of the education law. :

To the extent that the membership corporations law or the eienarl.l
corporation law applied to it s of the effective date of this xpter
the corresponding provisions of this ehapter apply to & corporation
heretofore formed by or pursusnt to a special act of thia state other
than e religious corporation or an “education corporation” under elause
{b) ot subdivision one of section twe hundred sixteen-a of the educe-
tion iaw, it (1} its principal purpose is 8 religious, charitable or
education purpose, and (2} it is operated, supervised or controlled by
or in ronnection with o religious orgnnization, Any such corporation
may viect hereunder at rny time efter the effective date of thia chapter
to file a certifiente of type under section one hundred thirteen {Certifi-
cate uf type of not-for-profit eorporation). Upon the filing of such
certificste by the department of state, this chapter shall apply in all re-

‘spects to such eorporation,

This ehapter also applics to any sther corporation of any type or kind,
tormed not for profit nnder any other ¢hapter of the laws of thik state
vseent o chapter of the consolidated laws, to the extent that provistons
of this ehupter do ot _confliet with the provisions of sach uneonsoli-
dated Niwe I an applicable provision of such unconsolidaied law re-
late< 1o u wmatter embraced in this ehapter hut is not in eonflict there-
with, both provisions shall apply.  Any corporation to which this chap-
ter ds mgsle applicable by this paragraph sha!l he treated as Yearpo-
Firlian™ o “ihomestie covporrtion™ nz sneh lerms are used in this chap-
ter, exeept that the porposes of wny such corporation formed or form-
able uader such uneonsolidated Jaw shall not thereby be extended. For
the gurpmse of this parsgraph, the effeetive date of this chapter as to
corpacuiions to which this chapter is made applieable hy this paragraph
shidl be Reptember one, nineteen hundred seventy-three.

{b) The general corporation law does not apply to a corpora-
tion of any type or kind to which this chapter applies. A refer-
ence in any statute of this state which makes s provision of the
general corporation law applicable to a corporation of any type

e,

Scope. The provisions of this part apply to every non-
ration now existing or hereafter formed, unless the cor-
poration is expressly exempted from the operation thereof, or there
is a special provision applicable to the corporation inconsistent with
the provisions of this part, in which case the

special provision pre-
valils. '
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or kind to which this chapter is applicable or a reference in any
statute of this state, other than the membership corporations
law,® which makes a provision of the membership corporations
law applicable to 2 corporation of any type or kind shall be
deemed and construed to refer to and make applicable the cor-
responding provision, if any, of this chapter.

'(::} Af aby provision in articles one to thirteen inclusive of (his
ciapler condlicts with a provision of nuy subsequeat articles or of Bny
spectd net under which a corporation to whieh this ehupter applies is
formed, the provision in steh subsequent article or special e pre-

veils. A provision of any such subsequent article or special act
lating to a matter referred to in articles ene to thirteen inclusive and
not in conflict therewith ia supplemental and both shall apply. When
ever the hoard of a Type B corporation, formed under s special act
reasonably makes an interpretation ms to whelher a provisien of the
special act or this chapter prevails, or both apply, surh interpretstion
shall govern unless and until a court deterniines othérwise, 37 such board
has seted in good faith for a purpose which it reasonsbly believes to be
in the best interests of the corporation, provided however, that such
interpretetion shall nwot bind any governmental body or officer.

'(d) This chapter applies to commerce with foreign nations
and among the seversl states, and to corporations formed by
or under any act of congress, only to the extent permitted under

the constitution and laws of the United States.

(e) The enactment of this chapter shall not affect the dura-
tion of a corporation which is existing on the effective date of
this chapter.! Any such existing corporation, its members, di-
rectors and- officers shall have the same rights and be subject
to the same limitations, restrictions, liabilities and penalties as
a corporation formed under this chapter, its members, directors
and officers,

{f) This chapter shall not affect any cause of action, li-
ability, penalty or action or special proceeding, which on the
effective date of this chapter,* is accrued, existing, incurred or
pending but the same may be asserted, enforced, prosecuted or
defended as if thie chapter had not been enacted.

$ 170, Existing corporations

SOURCE: o _
Subdivision (a) ie derived from N.Y. Not—for-Profit Corporation
Law § 103{e)*; subdivisions (b) and (c) are new.

(e} The enactment of this chapter shall not affect the dura-
tion of a corporation which is existing on the effective date q!
this chapter.* Any such existing corporation, its members,.dlv
rectors and officers shall have the same rights and be subject
to the same limitations, restrictions, liabilities and penalties as
a corporation formed under thia chapter, its members, directors
_nnd officers,

COMPARABLE PROVISIONS:
Corp. Code § 119; ABA~ALI Model Non-~Profit Corporation Act § 3(b)
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§ 175. Exieting claims and actions

SOURCE:

Derived from N,Y., Not~for-Profit Corporation Law § 103(f)*

{f) This chapter shall not affect any cause of action, li-
ability, penalty or action or special proceeding, which on the
effective date of this chapter,' is accrued, existing, incurred or
pending but the sarme may be asserted, enforced, prosecuted or

‘ defended as if this chapter ha_d not been enacted,

COMPARABLE PROVISIONS: .
Corp. Code §§ 125, 126

§ 180. Reference to former General Nonprofit Corporation Law

SOURCE:
Hew

CHAPTER 2. FORMATION AND BYLAWS

Article 1, Incorporators

§ 201. Incorporators

SOURCE:

Derived from N.Y. Not-for-Profit Corporation Law § 401%; ABA-ALI
Model Non-Profit Corporation Act § 28

[

]

§ 401, 1ncorporators

One or more natural persons at least nineteen years of age may

act as incorporators of a corporation to be formed under this
chapter.

COMPARABLE PROVISIONS:
Corp. Code §§ 9200 {nomprofit corporation)*; 300 (business cor-

poration)

§ 9200. Yawful purpose without distribution of gains, profits, or
dividends; incldental business for profit. A nonprofit corporation
may be formed by three or more persons for any lawful purpcses
which do not contemplate the distribution of gains, profits, or divi-
dends to the members thereof and for which individuals lawfully may
associate themselves, such as religious, charitable, social, educational,
or cemetery purposes, or for rendering services, subject to laws and
regulations applicable to particular classes of nonprofit corporations
or lines of activity. Carrying on business at a profit as an incident
to the main purposes of the corporation and the distribution of as-
sets to members on dissolution are not forbidden to nonprofit corpo-
rations, but no corporation formed or existing under this part shall
distribute any gains, profits, or dividends to any of its members as
such except upon dissolution or winding up.

o



Article 2.

§ 301.

Purposes

Y

Powers and Purposzes

SOURCE:
Derived from Ccip. Code § 9200 (nonprofit corporation)*

pabwamen

§ 92C0. rawful purpose without distribution of gains, profits, or
dividends; incidenial business for profit. A nonprofit corporation
may be formed by three or more persens for any lawful purposes
which do not contempiate the distribution of gains, profits, or divi-
dends to the members thereof and for which individuals lawfully may
associate themselves, such as religious, charijtable, social, educational,
or cemetery purposes, or for rendering services, subject to laws and
regulations applicable to particular classes of nonprofit corporations

L or lines of activity. Carrying on business at a profit as an incident

to the main purposes of the corporation and the distribution of as-
sets to members on dissolution are not forbidden to nonprofit corpo-
rations, but no corporation formed or existing under this part shall
distribute any gains, profits, or dividends to any of its members as
such except upon dissolution or winding up.

COMPARABLE PROVISIONS:

N.Y. Not-for-Profit Corporation Law § 201%; Pa. Corporation
Not-for-profit Code § 7311%

§ 201. Purposes

{a) A eorporation, as defined in subparagraph (5), para-
graph {a) of § 102 (Definitions), may be formed under this chap-
ter as provided in paragraph (b) unless it may be formed under
any other corporate luw of this state in which event it may not
be formed under this chapter unless such other corporate law ex-
pressly 8o provides,

{b} A corporation, of & type and for a purpose or purposes
as follows, may be formed under this chapter, provided consents
required under any other statute of this state have been ob-
tained :

Type A—A not-for-profit corporation of this type may be
formed fer any lawful non-husincas purpose or purposes includ-
ing, but net limited to, any cne or more of the following non-
pecuniary purposes: civic, patrictic, political, soeial, fraternal,
athletie, agricultural, horticulturai, animal husbandry, and for a
professional, commercial, industrial, trade or service associa-
tion. ‘

Type B—-A not-for-profit corporation of this iype may be
Tormed for any one or more of the following non-business pur-
poses: charitable, educational, religious, scientifie, literary, ecul-
tural cr for the prevention of cruelty to children or animals.

Type. C—A not-for-profit corporation of this type may be
formed for any lawful business purpose to achieve a lawful public
or quasi-public ohjective.

=10
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§ 302,

Type D°—~A mnot-for-profit corporation of this type may be
formed under this chapter when such formation is authorized by
any other corporate law of this state for any business or non-
business, or pecuniary or non-pecuniary, purpose or purposes
specified by such other law, whether such purpose or purposes
are alsc within types A, B, C above or gtherwise,

{ei H o corporation is tormed for purposes whieh are within both
type o and type I3 sbave, it is & type 3 eorporation. If & corporation
hus among its purposes any purpose which s within type O, sueh cor-
poration i3 a type C corporation, A type D corporution is aubjeet to
all provisions of this chapter which are applicable to a type B co -
tion under this chapter unless provided to the contrary in, and subj
to the eontrary provisions of, the other corporate law auntherizing forma-
tion under this chapter of the type D corporation.

§ 73-11. © Purposes

Corporations may be incorporated under this article for any law-

ful purpose or purposes, including, but not limited to, any one or

" more of the following or similar purposes: athletic; any lawful

business purpose to be conducted on a not-for-profit basis; bene-
ficial; benevolent; cemetery; charitable; civic; control of fire;
cultural; educational; encouragement of agriculture or horticul-
ture; fraternal;. fraternal benefit; health; literary; missionary;
musical; mutual improvement; patriotic; political; prevention of
cruelty to persons or animals; professional, commercial, industrial,
trade, seryice or business associations; promotion of the arts; pro-
tection of natural resources; religious; research; scientific and so-
cial. '

Unincorporated association may incorporate

SOURCE:

Derived from Corp. Code § 9202 (nonprofit corporation)*

]

§ 9202, Incorporation of unincorporated associations; unincor-
porated associations defined. A nonprofit corporation may be formed
for the purpose of incorporating any existing unincorporated associa-
tion or organization. As used in this part “unincorporated associa-
tion” includes but is not limited to society, library, school, college,
club, church, trustees of a charitable trust, and chamber of com-
merce,

-11-



§ 303.

Powers of the corporaticen

SOQURCE:
Def_&ed from N.Y. Net-for-Profit Corporation Law § 202%

§ 202. General and speial powers

{a} Eaeh covporation, subject to any limitations provided in this
chapter or suy other stntute of this stale ar its certificate of Uleorpera -
tion, shdll have power in furtheraiee of its corporate purposes;

{1) To have perpetual duration.

(2) To sue and be sued in all courts and to participate in
actions and proceedings, whether judicial, administrative, arbi-
trative or otherwise, in like cases as natural persons.

(3) To have a corporate seal, and to alter such seal at pleasure,
and to use it by causing it or a facsimile to be affixed or im-
pressed or reproduced in any other manner.

(1) Te purchase, receive, take by grant, gift, devise, bequest
or otherwise, lease, or otherwise acquire, own, hold, improve, em-
ploy, use and otherwise deal in and with, real or personal prop-
erty, or any interest therein, wherever situated.

(5} To sell, convey, lease, exchange, transfer or otherwise dis-
pose of, or mortgage or pledge, or create a gecurity interest in,
all or any oi its property, or any interest therein, wnerever situ-
ated. :

(6) To purchase, tuke, receive, subscribe for, or otherwise ac-
quire, own, hold, vote, employ, sell, lend, lease, exchange, trans-
fer, or otherwise dispose of, mortgage, pledge, use and otherwise
deal in and with, bonds and other obligations, shares, or other
securities or interests issued by others, whether engaged in simi-
lar or different business, governmental, or other activities.

{7} To make capital contributions or subventions to other not-
for-profit corporations.

{8) To accept subventions from other persons or any unit of
government,

(9) To make contracts, give puaraniees and incur liahilities,
borrow money at such rates of interest as the corporation may
determine, issue its notes, bonds and other obligations, and se-
cure any of its obligations by mortgage or pledge of all or any
of its property or any interest therein, wherever situated.

(10) To lend money, invest and reinvest its funds, and take
and hold real and personal property as security for the payment
of funds so loaned or invested.

(11) To conduct the activities of the corporation and have of-
fices and exercise the powers granted by this chapter in any jur-
isdietion within or without the United States.

(12} To elect or appoint officers, employees and other agenis
of the corporation, define their duties, fix their reasonable com-
pensation and the reasonable compensation of directors, and to
indemnify corporate personnel. Such compensation shall be
commensutate with serviees performed.

(13) To adopt, amend or repeal by-laws, including emetrgen-
cy by-lawes made pursuant to subdivision seventeen of section
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[ twelve of the state defense emerganey act,! relating to the activi-
tics of the corporation, the conduef of ils affairs, its rights or
powers or the rights or powers of its members, direstors oo of-
ficers.

(14} To make donations, irrespective of corporate benefit, for
the public welfare cr for community fund, hospital, charitable,
educational, scientifi~, civie or similar purnoses, and in time of
war or other national emergency in aid thereof,

(157 To be a mewher, assogiute ot manager of sther nok-profit uoti}-'i«
tics or 1o the cxlen nermitted I any oiber jurmsdliction to be an in-
corporator of other vorporations, and to be a partuer in o redevelop-
ment company formed andar the private housing finance taw.

(16} To bave and exereise all powers neeessary to effeet any or all
of the purposes for which the corporation is formed. )

{b) It any genersl or spesis’ law horetofore pussed, or any eerti-
firate of incorporation, shali liriit the amount ot property a corpora-
tion may tuke or hold, or the yearly incomec from the corporate assefs
or any purt thereof, such corporation may take and kold property of
the value of twenty million dodurs or less, or the yearly income derived
front which shall be {wo million dolizrs or less, sr may receive yearly
income from: such corporate asscts of two million dollurs or less, not-
withstanding any such limitations. In computing the value of such
property, ne increase in value erising otherwise than from improve-
ments made thereon shall be taken into aceount.

{c) When any corporation shall have sold or conveyed any
part of its real property, the supreme court, notwithstanding a
restriction in any general or special law, may authorize it to
purchase and hold from time to time other real property, upon
gatisfactory proof that the value of the property so purchased
does not exceed the value of the property so sold and conveyed
within the three years next preceding the application.

(d) A corporstion formed under geners! or special law to provide
parks, playgrounds or cemeteries, or buildings and grounds for enmp or
grove meetings.' Sunday school sssemblies, eemetery purposes, tem-
perende, missionary, cducational, scientific, musical and other meetings,
subject to the ordinances and police regulations of the connty, eity, town,
or village in which such parks, pleygrounds, cemeteries, buildings and
grounds are situated, may appoint from time ta time one or more spetial
policemen, with power tu remove the same at pleasure. Such special
policemen shall have the same powers as pesce officers defined in sub-
division thirty-three of section 1.20 of the eiminal procedure law o
preserve order in and sbont such parks, plaverounds, vemeteries, build-
ings und grounds, and the approaches thereto, end to protect the same
from injury, and to arrest and prosecute &y person making a loud or
unusua! noise, or committing sny breach of the peace, or commil-
ting any misdemennor, or wilfuily violating the established rules and
regulations of the corporation. Fvery policeman so appointed shall
within fifteen days after his appointment and belore entering upon the
duties of his office, take and subseribe the oath of office preseribed in the
thirteenth article of the constitution of tho state of New York, whirh
oath shall be filed in the office of the county clerk of the county where
such grounds are situated. A policeman appointed under this seetion
when on duty shell wear conspienously & metnllic shield with the word
“policeman” and the name of the corporation which appointed him
inseribed thereon. The compensation of policernen appointed under this
seetion shalt be paid by the corporation by whirh they are appointed.

(e) Any wilful trespass in or upon any of the parks, play-
grounds, buildings or grounds nrovided for the purposes men-
tioned in the preceding paragraph, or upon the approacies there-
to, and any wilful injury to any of the said parks, playgrounds,
buildings or grounds, or to any trees, shrubbery, fences, fixtures
or other property tiiereon or pertaining thereto, and any wilful
disturbance of the peace theveon by intentional breach of the
rules and regulations of the corporation, is a misdemeanor.,
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COMPARABLE PROVISIONS: _
Corp. Code §§ 9501 (nonprofi: cozporation)®*; BO1, 802 (busi-

ness corporation); ABA-aLI Mudel doa=-Profit Corporation Act §5

§ 9501, rowers of corporation. Every nonprofit corporation
may:

{a) Sue and be sucd.

tb) Make contracts, ,

(e} Receive praperty by devise or henuesi, subjent t6 the laws
regulating the transfer of property by will, and otherwise acouire and
hoid all property, real or persnpal, including shares of stock, bonds,
and securities of other corporaticns.

(d} Act as frusiee under any trust incidental to the principal
objocts of the corporation, ard receive, hold, administer, and expend
funds and property subject to such rust,

{e} Convey, exchange, lease, mortgonge, encumber, transfer upon
trust, or otherwise dispose of all picperiy, real or personal,

(f) Borrow money, conirict debts, and jssue bonds, notes, and
debentures, and secure the payment or performance of its abliga-
tions.

(g) Do all other acts nccessary or expedient for the administra-
tion of the affairs and attrinment of the purposes of the corporation.

§ 304, Effect of articles ou euthoriey of ofiduar: und dirvectors; ultra
vires acts

SOURCE:
Derived from Corp. Code © ™03 {twsina.s "nd conprofit corporations)*

wire vizen gsls

(a) As between corroraticn sad ity oiiecrs, directors, aad share-
holdors; rreseefhngs e which Fy ~use may be asserted. The
statement in the articles of the objects, purposes, powers, and au-
thorized business of thz corperation constiiutes, as between the corpo-
raton and its directors, officers, or shareholders, an authorlzation to
the directors and a limitation upon the actual authority of the repre-
sentaiives of the corporation. Such limitations may be asserted in a
proceeding by a shareholder or the State, to enjoin the doing or con-
tinuation of unauthorized business by the corporation or its officers, or
both, in cases where third parties have net scquired rights thereby,
or to dissolve the corporation, or In a proceeding by the corporation
or by the sharcholders suing in & representative suit, agalnst the of-
ficers or directors of the corporation for violatlon of thelr authority.
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(b} As between corporation or shareholder and third persons,
No limitation upon the business, purposes, or powers of the corpo-
ration or upon the powers of the shareholders, officers, or directors,
or the manner of exercise of such powers, contained in or implied by
the articles ar by Part 9 of this division shall be asserted as between
the corporation or any shareholder and any third person.

(c) Validity of contracts and conveyances. Any contract or
conveyance made in the name of a corporation which is suthorized
or ratifled by the directors, or is done within the scope of the author-
ity, actusl or apparent, given by the directors, except as their au-
thority is limited by law other than by Part 9 of this divislon, binds
the corporation, and the corporation acquires rights thereunder,
whether the contract is executed or wholly or in part executory.

(d) Foreign corporations. This section applies to contracts and
conveyances made by foreign ecorporations in this State and to al}

conveyances by foreign corporations of real property situated in this
State,

it

COMPARABLE PROVISIONS: :
N.Y. Not-for-Profit Corporation Law § 203*; Pa, Corporation Not-

§ 6

for-profit Code § 7503; ABA-ALI Model Non-Profit Corporation Act

§ 203. Defense of ultra vires .

{a}! No act of a corporation and no transfer of real or person-
al property to or by a corporation, otherwise lawful, shall, if duly
approved or authorized by a judge, court or administrative de-
partment or agency as required, be invalid by reason of the fact
that the corporation was without capacity or power to do such
act or to make or receive such transfer, but such lack of capacity
or power may be asserted:

{1} In an action by a member against the esrporation to en-
join the deing of any act or the transfer of real or personal
property by or to the corporation, If the unavthorized act or
transfer sought to be enjoined iz being, or is to be, performed or
made under any contract to which the corporation is a party, the
court may, if all of the parties to the contract are parties to the
action and if it deems the same to be equitable, set aside and en-
join the performance of such contract, and in so doing may al-
low to ihe corporation or to the other parties to the contract, as
the case may be, such compensation as may be equitable for the
loas or damage sustained Ly any of them from the action of the
court in settinyg aside and enjoining the performance of such con-
tract; provided that antieipated profits to be derived from the
performance of the contract shall not be awarded by the court
as a loas or daniage sustained.

(2) In an action by or in the right of the corporation to pro-
cure a judgment in its favor against an incumbent or former
officer or director of the corporation for loss or damage due to
his unauthorized act.

(3) In an action or special proceeding by the attorney-general
to annul or dissolve the corporation or to enjoin it from the car-
rying on of unauthorized activities.
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Article 3. Corporate Name -

§ 401,

Corporate name

SOURCE:
Derived from Corp. Code § 310 {(husiness and =onprofit corporations)*

§ 310. Mislsadlng or deceptive name; rsservation ol name; lajenction

The Bevretary of Rzsfe shail not file artickes wlach set forth o pame which is
Likely to mislead the paldic or which bs the same g or reseinbles so closely ag to
tend tu ddecelye, any of the fotlewing:

(a} The name of a diostle corporatio.

£hy The name of o ferelgn corperstion which Js authorlesl to fransact business
in this stafr.

() A name which {5 under resepvation for anether earporatin

it

Any appficant muy. upan payowent of the foe proseriled therefor in tw Govern-
ment Cotde, obrgin from the Secretary of State a certificate of resepyation nf any
same noet proteibited by fhis section, and cpon the fssiaoce of (e certificate the
name sinded {herein shall be reserved far g period of G4 dtays. The Bee-

retary of Sfate «hall not, however, issne eertificaies reserving 100 same name for
twoear more conseettive t-day periods to the same ppplteant or for the

use or henefit of the raine person, parenership, firm or corporation; nor shall con-
secutive reservations e minde by or for the vee or benefit of the same person, part-
nership, firm or eorporation of oatses so simblar as to fall withln the prohibitions
of thig spetion.

The use hy a corjwraifol of & e in xlnluuuu of this scetion may be enjeinced
notwithstanding the I’[l:ng af if= .1rhctes hy the Secretary of State.

COMPARABLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 301*; Pa, Corporation Not-

for-profit Code § 7313; ABA-ALI Model Non-Profit Corporation
Aet § 7

§ 301. Corporate name; genersl

{a} Except as othierwise provided in this chapter, the name of a do.
niestic or foreign corporation:

{1) Shall, unless the eorporation ix formed for charitable or religious
parposes, er for purposes for whiek the approval of the board of sorial
welfare, the commissioner of socin] services or the publie health conneil
b required, or is a bar mssociation, contain the ward “corperation”, “in-
corporated” or “linited” or an abbreviation of one of such words; or
in the ense of a foreign corporelion, it shull, for use i this state, add
&t the end of ity name one of such words or an abbrevintion thereof.

(2) Shall not be the same as the name of a corporation of
any type or kind, as such name appears on the index of names of
existing domestic and authorized foreign corporations of any
type or kind in the department of state, bureau of corporations,
ot 4 name the vight to which iz reserved, or a name so similar to
any such name a8 to tend to eonfuse or deceive,

(3} Shal ool contain any word or phrase, or any abbreviation
or derivative thereof, the use of which is prohibited or restricted
by section 104 {Approvals and consents) or any other statute of
this state, untess in the ialter case the restrictions have been
complied with,

(4) Shall not eontain any word or phrase, or any abbreviation or
derivative thereof, in 2 context whieh indicates or implies that the cur-
peration, if Jdemestic, is formed or, if foreign, is anthorized for any
parpose or is possessed in this state of any power other than a purpose
for whith, or s power with which, the domestic eorporation may be and
is formed or the foreign eorporation is authorized.
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(5} Shaell net, cther itlwn as proviced in reclion 404 [Approvals
and eo'nsgnts), eontain any of the fellowing wards o phrosoes, or any
abbreviation or derivative toeren!:

acceptance fidelity moriguge
snnuity finance Lavings
asguregnce guasranty ~tate pulice
baxilk indeunity stete trooper
bond i Insarancs Birety
cagualty tavastient title

doetor lawyer trusi
endowment loan ‘ underwriter

“exeept that the word “deetor” or “iawyer’, or an abbreviation or
derivative thereof, may be econtuined in the name of u corporation
the memberahip ¢f whieh ir compesed exelusively of doctors or lawyers.

‘ (6) Shall not contain any words or phrases, or any sbhrevia-
~tion or derivative thereof in a context which wil! tend to mislead
the public into believing that the corporation iz an agency or
instrumentality of the United States or the state of New York or
a subdivision thereof or is a public corporation,

_ (7) Shall not contain the word “cooperativa” or zm abhrevia-
tion, contraction or derivalive thereof. -

{8) 'Bhall not, nor any part thereof, be permitted if (a) its & | e
the public is to prurient, s!}nmefni m’- morbid interest in) !J‘ewd;,ﬁ? n-
desency, nudity, sex, exeretion, sadism or masachism, and (b) it goes
beyond customary limits af esndor in describing or representing sueh
‘l:ln:tam in publie, and {c) it is substantially without redeeming zocial

. _

Nothing contained in this sabparsgraph shall he construed to permit
the use of a corporate name on the ground that sueh words or other
parts of sueh preposed corporate name do not violate the penal law. The
applicetion of thia suhparagraph shall be proepestive only,

Reservaticn of a corporate name

SOURCE:
Derived from Corp. Code § 310 (buriness and nonprofit corpora=

tions)*

§ 310. Misteading ar doceplive pame; reservallon of name: Injunction

The Seerctury of State shall net file agiilcles whseh set forth a e which s
likely' to mistead the piblie or wlhich ts the ssme ns or resembles s closely as 1o
tend to deecive, any of the following:

{a} The hawe of & domestic enrporation.

(1) The neme of a forefzn eorporation shich is suthorized te frunsact Dusiness

in this stute. )

{c} A name which Is usder reservation Lor another corpoiid fon.
"'-_—Any applicant may, apon payment of the Lo preseribed therefor inthe ATyl
ment Code, oltain from the Heerefary of State o certifleate of reservation of any
name not prohibited by this scotivn, aml wpen the lsssance of the ertificate the
name stated thervin shal! be roserved for 2 period of 60 days. The Sec-
retary of State shall not, hewever, lssce corfificates reserving the same nime for
two or nore consecntive G-day poriods ta the same applicant vr for the
use or bepeflt of the same person. partnerskip, ficm or corporatlon: nor shall con-
seeptlve reservatlons be made by or for $he use or bencefit of the sune Jarson, part
nership, Hrm or corporation of nanes so simllar as fo fall within the peobtbithos -
of this xection.

The use by a corporntion of & nume In violaiion of this section may e onjuaoed
notwithstandizg ihe filing of its articles by the Seerctary of Seate,
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COMPABAELE PROVISIONS: '

N.Y. Not-for-Profit Corporation Law § 303; Pa. Corporation Not-
for-profit Code § 7315; ABA-ALT Model Non~Profit Corporation
Act § 7A {(optional}

Article 4. Articles of Incorporation
§ 501. Required provisions

SOURCE: :
Derived from Corp. Code § 930C {nonprofit corporation)#*

9300. The articles of incorparation shall set forth

{a) The name of the corporation.

(b The specifie and primary purposes for whish it is

farm=d. This requirement shaii ot be deemed to preclude &

statenient of general purposes oF powers or to restrict the right

of the carporation to engage’ in any other lawfu) ariivitya
{c) That the vorporation is erganized pursvant to the Gen-

eral Nonprofit Corpuration Law or pursuant to Part 1 of Divi-

sion 2 of Title 1 of the Corporations Code.

. - (d} The county in this stale where the prineipal office for

the transaction of the businrss of the corporation is located.

(¢} The names wiid addresses of Hhneeenanore,persons who

are to act in the capuvity of directors until the selection of their

Bueeessors. These pursens s LI Hlay

consistent with

its stated pur«
poses .

- i subicet to all taws of this state
relating to dircetors except as otherwise provided 1n fhis part.
The number of persaus so numed constitntes the number of
direetors nf the corporation, witil changed by an amendment
to the articles or, unless the artieles vtherwise provide, by a
bylaw adopted Ly the members. Tlowever, the artieles or. un-
liss the articles provide otherwise, & Bylaw duly adopted by
the members, may state flwt the pomber of directars shall be
tat Gess than o stated mbdmune 2wt ich in o case shall he less
than fives nor more than & stated masinnnn {which in o oase
shall vxeeed sueh stated minimans by more than tlerred s and in
the coent thut e articies or bylaws permit saeh an indefinite
nunibicr of dievetor., the exael sunber of dircetors shad! be
fxed, within tie Hmits speciiied inoile articles or byluws, by a
bylaw or oneendent theveot duly adoprad by the members or
by the board of direciors, In the cvent the artieles provide for
an indefinite number of divectars, unless the artivles pravide
otherwise, steh indefinite number may be chaneed, or a defi-
nite number fived without peovision for un indefinite number,
bv & bylaw duly adopted by tle mombers,

(f1 If an existing unincorporated axsociation is being in-
eorporated, the name of {he existing unincorporated assovia-
tion,

COMPARABLE PROVISIONS:

Corp. Code § 301 (business corporation)

N.Y. Not-for-Profit Corporation Law § 402%; Pa, Corporation
Not-for~profit Code § 7316; ABA-ALI Model Non-Profit Corpora-
tion Act § 29

§ 402. Oertificate of incorporation; comtents

{e) A certificate entitled “Certificats of Incorparation of T
{(name of corporation}, under seetion 402 of the Not-for-Frofit Corpo-
ration Law,” shell be signed by each incorporstor with his name and
eddress stated benemth or opposits his signature, scknowledged and de-
livered to the department of state. It ahall sat forth:

1R



<

£1) The name of the corporation. ®

{2) That the corporation is & corporation as defined in sub-
paragraph {(a) {B) of section 102 {Definitions); the purpose or
purposes for which it is formed and the type of corporation it
shall be under mection 201 {Purposes); and in the caseof a 'I‘:.:pe
C corporation, the lawful public or quasi-public objective which
each.business purpcse wiil achieve, -

{2) The city, town or incorporated village, and the county
within the state in which the office of the corporation is to be
located. It may also set forth the post office address of an
office without the state, at which, pursuant to section 62%
{Books and records; right of inspection; prima facie evidenca},
the books and records of account of the corporation shall be kept

{4) Tha territory in which its activities are principally to be
conducted. . ,

{6) In the case of a Type B or Type C corporation, the names
and addresses of the initial directors. In the case of any other
type of corporation, the names and addresses of the initial di-
rectors, if any, may but rieed not be set forth.

{6) The duration of the corporation if other than perpetual.

(7) The post office address within or without this stats to
which the secretary of state shall mail a copy of any notice re-
quired by law.

(8) If the corporation is to have a registered agent, his name
and address within this state and a statement that the registered
agent is to be the agent of the corporation upon whom process
against it may be served.

{9) If any epprovales or tonsents are required by this chapter or any
other statute of this stale before the certificate may be filed, = state-
ment that prior to delivery to the department of state for filing al! sach
approvals or conaents will be endorsed upon or annexed to the oer-

tificate. Tf no approval or eonsent iy so required, s statement to that
etfect, '

(10} The statements, if any, with respect to apecial not-for-

profit corporaticas required under article 14 (Special not-for-
profit corporations). .

(b) If the certificate is for the incorporation of an existing

unincorporated asseciation or group it shall have annexed there-
to an affidavit of the subseribers of such certificate stating that
they constitute & majority of the members of a committee duly
authorized to incorporate such association or group.
. 1e} The certificate of incorporation may set forth #ny provision, not
inconsistent with this chapler or any cother statute of {he atate, which
provision ts (1) for the rognlution of the internn) affairs of the COTPOrE-
tion, tneludiey types or clusses of membership and the distribution of
ussets on dissolution or final liquidation, or (2) required by any gov-
ernmental body or officer or other person or hody ns a condition for
gwing the cousent or approval required for the filing of sueh certifi-
vate of incorporation.
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§ 502,

§ 503.

]

Permlseibie provioions

SOURCE:

§ 9303. Regulation of corporate affairs. ‘The articles of incor-
poration may seate—arn-deskrsd—peovisionferthe-rogulation-ai-the-|

mmmm*em‘ inciud-

ing any restrictions authorized by Article 2, Chapter 1, Part 8, Divi-
sion 1, Title 1 * of this code upoen the power to amend the articles of

Lorp. Code § 9303 (nonprofit corporation) {aubstantially the same}#*

£ set forth” eny |

—_“lgy_
roviaion ngt

inconsisten

t—-—._._,____“_.

With this code
M

J or other

incorporation.

internal affairs

8tatute of this state for tha

| regulation of ihe comora.tion's

2 _J

COMPARABLE PROVISIONS:
Corp. Code § 302 (business corporation); N.Y. Not-for-Pro

fit Cor-

poration Law § 402(c}*; Pa. Corporation Not-for-profit Code

§ 7316(a)(9); ABA-ALI Model Nen~Profit Corporation Act §

te) The verpiricate of ineorporation may set forth sny provision, not
ieonsistent with this t'hapter or auy other statute of the, state, which
provision is {11 far the regulsiion of the internn? affsira of the corpors-
tion, includiny Lypes or classes of membership and the distribution of
assels un dissolntion er 1ivel liquidation, or (2} regnired by any gov-
eramental body or officer ar ather person or body as a condition for
givine the consent or approsal requred for the fiting af sueh certifi-
cate ol meorperation.

Executlon of articles

SOURCE:

§ 9304. Execution of articles

29(d)

Corp. Code § 9304 (nonprofit corporation)(same in subatance)*

[a) Stgnatures- acknuwledgment authenhcatwn E\cep’t i
=7 3 ; ; i @ A pro- .
vided for in subdn’lsmn {b} h-eﬂeef each peraon namod in The articles

to act in the capacity of a first director shall, and any other person
desiring to associate with those persons in the formation of the cor-
poration may, personally sign the articles of incorporation. All sig-
natures thereto shall be personally acknowledged before an officer
designated by the laws of this State as one before whom an acknowl-
edgment may be made. Any cortificate of acknowledgment taken
without the State shall be authenticated by the certificate of an of-
ficer having the requisite official knowledge of the qualification of the
officer before whom the acknowledgment was made when taken be-
fore any officer other than a notary public or a judge or clerk of a
eourt of record having an official seal.

(b) Incorporation of unincorporated associations; affidavit of
authorization. In the case of the incorporation of an unincorporated
association, the articles of incorporation shall be subscribed and exe-
cution thereof personally acknowledged before an officer authorized
to take acknowledgments by the presiding officer or acting presiding
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officer and the secretavy or clovk or similagr officer of the association
or by av least a mugority of s goveoning bouard or bedy, and there
shall be atiacheri therelo the affidavit of the subscribing ofﬁcoré
bosrd or body that Lns asseelution bas July avtherized its incorpora-'
tion and hes agthorived saic oflicers, board or body {o execute the

;i articles of Incorooratiag

'COMPARABLE PRGVISLONS:

Corp. Code § 307 (huslaces corperation); N.V. deot-for-Profit
Corporaticn Law § 402{a}; Pu. Covporaticn Fot-for-prcfit Code
§§ 7315, 7341

§ 504. Filing of artizles; eifect of {iling; dissenting member of unin-
corpurated assocnation

SOURCE: :

Subdivision (a) derived from Corp. Code § 9304.5 {(nonprofit
corporation) (same in substance}.* Subdivision (b) derived from
N.Y. Rot-for-Profit Corporation Law § 403*% and Corp. Code § 2604
{nonprofit corporation}* T

§ 9304.5 Filing artictes; secretary of state; county clerk. If
the articles conform to law, the Secretary of State shall file them in bpon
his office and shall endorse. the date of filing thereon. The corporate  \them
existence begins upon the filing of the articles and continues per-
petually unless otherwise expressly provided y-Jas,

A cepy of the articles certified by the Secretary of State and
bearing the endorsement of the date of filing in this office shall be
filed in the office of the county clerk of the county in which the cor-
poration is to have its principal office and in the office of the county
clerle of each county in which the corporation acouires ownership of
any real property.

§ 403. (Certifioats of incorporation; effect

Uypon the filing of the certificate of incorporation Ly the de-
partment of state, the corporate existence shali begin, and such
certificate shall he conclusive avidanee that all conditions Drece-
dent have been fulfiiled and that the corporation has been formed
under thiz chapter, except in an sction or special proceeding
brought by the attornay-general. Where the certificate is for
the incorporation of an unincorporated association or group, the
members of such association or group shall be members of the
corporation eo created, and all property owned by or held for it
shall belong to and vest in the corparation, subject to all existing
ineumbrancss and claims es if incorporation had not taken
place. Where the certificate ia for the reincorporstion of a cor-
poration created by special law for purposes for which a cor-
poration may be formed under thiy chapter, auch reitncorporation
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shall not effect a dissclution of the corporation but shall be a con-
tinuation of its eorporafe existence, without affecting its then
existing property rights or liabilities, or the liabilities of its
members or officers as such, hat thereafter it shall have only
such rights, powers and privileges, ani be subject to such other
duties and Habilities a3 & corporation formed for the same pur-
poses under this chapter.

§ 9604. Incorporation of vnincorporated association; continua-
tion of members; dissent. If an unincorporated association is ncor-

porated under this part, the members of the association shali be mem-
bers of the corparaticn so created, unless they fie their dissent in
writing with the secretary thereof.

COMPARABLE PROVISIONS:

Corp. Code § 308 (business corporation); Pa. Corporation Not-
for~profit Code § 7319; ABA-ALI Model Non~Prcfit Corporation
Act § 31 T ST

§ 505. Filing copy of articles with county clerk

SOURCE:
Same in substance as second paragraph of Corp. Code § 930k4.5
(nonprofit corporation)#

§ 9304.5 Flling articles; secretary of state; county clerk.
¥ X ¥ K X

-ﬁ-ﬂcopy of the articles certified by the Secretary of State and
bearing the endorsement of the dale oF filing in this office shall be
filed i‘n the office of the county clerk of the county in which the cor-
poration is to have its principal office and in the office of the county
clerk of each county in which the corporation acquires ownership of

. any real property.

The corpora-
tion shall
file a

COMPARABLE PROVISIONS:
Corp. Code §§ 311, 312 (business corporation)

Article 5. Amendment of Articles
§ 551. Right to amend the articles

SOURCE :
Derived from N.Y., Not-for-Profit Corporation Law § 801(a)*

{a) A corporation may amend its certificate of incorpora-
tion, from time to time. in any and as many respects as may Le
desired, if such amendment eontains only such provisions as
might be lawfully contained in an original certificate of incor-
poration filed at the time of making such amendment.
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COMPARABLE PROVISIONS:

Corp. Code §F 3602, 3603 ‘busiresn and nonproflt corporations)#;
Pa. Corporation Not-for-profit Code § 7901; ABA-ALI Model Non-
Profit Corporation Act § 33

§ 3602. Festerator of =unerseded provisions; provisions con-
sistent with Iaw; change of corporate exisience to new law, DBy
complying with the provisions of this chapler, a corperation may
amend its artictes for any or all of the following purposes:

{a) To readont and restope ony arcvision of ifs articles which
has been superseded or changed by any certiieate, instrument, or
proeeeding pursuznt to law.

(hy Gererally, to add to, omit {rom, remove, or otherwise alter
the provisions thercof in any respect consistent wiih the Inw under
which the corporation exists or secks to exst, exeept that no corpo-
ration may amend its articles so as to exist under a law oher than
that under which it was organized or exists unless the law under
which it proposes to exist and be governed by expressiy authorizes
such change by amendment.

§ 3603. First directors and subscribers. A corporation shall not
amend its articles to alter the statements which appear in the original
articles of the names and addresses of the first directors or of the

number of shares subscribed and by whom.

§ 552. Adoption of amendments generally

SOURCE:

rﬂ

§ 3632. Adoption by directors and sharsheldere

After any shares bave been issued or subscriptions for ahares have been ac-
cepted, or members other than the incorporators have been wdmlifed by & oon-
gtock corporation, amendments may he adopted by resclutbon of the beard of
directors and the vote or wrlttem consent of sharcholders holding at Jeast a
majorlty of the votlog power, ar by two-thisda of a quorum of the memlers of
a nenstoek corporation, given clther before or after the adoplion of the resviutlun
of the board of dlrectors, except that in the cgse of ponstock corporatlons where
the members have uoeqgual voting power the amendment shsll be approved by
the vote or writlen comsent of members hokling not less than 4 majority of the
voting power.

The articles of Incorporafion may require the vote or written consent of the
holders of any greater pereentage or iraction of the outstandlng shares of any
one or more classes ar setles for the approval of auy smuendment of the srileies ur
of smendments of particular kinds or for partleular purposes, or mway regquime
for such approval the vote or writtep consent of the holders of n greater per:
eentage or fraction of the votlng power or outstauding shares, then would other
wise be required voder this article, but in no case may the artleles or bylaws
prohibit any smesdment suthorized by this chapter, )
| —1




o,

COMPARAB
N.Y. Not
for-prof
Aet § 34

§ 3532.5 Afternate method of odoptlion: vota or written consent of policymaking
2exmitioe

If the bylaws of & nonstock corporation =o provide, uniy wember action required
for the adoption of smendmonts {0 the articles of fpeorperstion may be taken, 1n-
stend, by ibe vote sr written consent of at least two-thirds of the memhers of a
polleymwaking committer creatrd by the members of the eoFporation to represent
and act for the corporetion members in Hhile matter, with or without suthority
lo represent and act tor the corporstion members in other mattors Omty muemn-
bery of the corporation shall serve: om guch commi b,

b

LE PROVISIONS:
~for-Profit Corporation Law § 802%; Pa, Corporation Not-
it Code § 7904; ABA-ALT Model Non=-Profit Corporation

§ 82, Antborization of amendment or change, class vote

far NmencDoeat or clngze of the enitiiierte of earporntion stali be
wulhorieed:

(Ve DO ke wee swenbers cpdnded fe vale thereon, Sy nigjority sole
el such mewbers at w nmecting as provided in oparagraph {0} of ser-
fiote YT ( Vole ol wembers).

21 41 there are ne mendsers chtitiod 1o vote thervon, by vete of
e ity of the entire board.

1h) Notwithstonding uny provision in the certificate of incorpora-
lton or hy-laws, members ot a class skall be entitfed to vote and to
vole a5 0 class upon the authorzation of an amendment and, in addi-
fion to 1he autherzation of the amendment reqoired by paragraph (a)
{1), the smendment shall be suthorized by majority vote of the members
ot the ¢lass, when the proposed amendment woulit exclude or limit their
right to vote on any matter exeept as such right may be limited by
voting rights miven lo mermbers of an existing elass or of o new class,

ie} Any one or more of the {ollowing ehinges mauy be authorized by
or pursuant fo autherization of {he boerd:

i1} To specily vr chamge the loeation of the utfice of the sorporation.

(2} To specily o chappe the post office address to which the
seeictary of state shall mail & copy of uny notice required by law.

{4) To make, revoke ar change the designation of a registered apent,
or to 2pocily or chanee the eddress of its repistered agent.

{d} This section shsl! ool alter the vole required under any other
seckion for the authorzation of an amendment referred to therein, nor
after the gulhority of the beard to santhorize amerdments under any
olber seetiom.

§ 553. Adoption by incorporators

SOURCE :
Same as part of Corp. Code § 3630 (business and nonprofit
corporationg)*
sl
8 3630. Adoption by lncorporators; vole required

5

Betore sny-shiseebiiioteon-asmiad-ob-aibiesiptlon. foc shoras-iazy-baeb-aooofbody

we-hefape any meinbors of 2 -Ronstoek corporation other thap the Incorporators

any winendment of the arfrles may be adopted by & wrlting

bove boeon admitiod,
praen !_. £3a1- tlurd\. af the invorporators of the eorporntlon-er-inr-the-coseofnstoeh-
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§ 554, Minor amendments

SQURCE: ,_ _
Derived from 1.Y. Net-iov-Profit Covporatior Luw § B0Z({c)*
ey

{e} Any one or wovs 0; the foudowing cherges muy oe antharieed by
oy pursugnt {o autharizatisu of the howrd: . _

1) Te speeify or changs the lueation of the ot Goe o the cirporation

{2) To specify or thange e posi offiee address o whick the
seeretary of state shall wml 5 eopy of sny notice veguive] by low,

(3) To make, rovoke or changs Lhe dosignation of o remisternd spreni.
or to specify or chanpge the address of 1is registered agent.

| ]

COMPARABLE PROVISTONS:
Corp. Codz § 3800(c*

(e) To change the iocation of if® principal office o any other
county within the Siate; but no amendment need be made to change
the principal office from one location to another in the same county.

% 555. Form of amendment: construction L

SOURCE:
Corp. Code § 3631 (businese and rvonprofit corporations){sub~
stantially the same)*

¥ 3631, Form of amenément; constrpetisg
'th resstitbon of the hopsd of dirceters and s T ntanaeloansents of the
el POV U 0 el e, ar Lhe wrl iret signed by the incorporaters,
ul m]i m!u‘-lacll the wordfog of (li¢ enOEenul oF Rponged artlcles by one or more memb
of the Toliooving means: -_.....E,{S_

Hy providing that the aridvles shati e apmeaned fe peasd ne therein sef forth

in fl]

coproevviAiog i s
"1- FRENTIETRTLNY R ST DT B 1

Pl 0]t arontos

whicer shall 1o Llonticm? In

ST T g vl cwongrdiog

e iy ot G iy

Lt l"Jr e b sUrackee,

S The mee Rt i o s, IR I
P LIS R LR A PR

Cotne el sr o ghil b ataeindod 1A e e w0l f

B providtm-ths Sttt e e e e ! b e et ot A e

H-the-porpens- o dhe-rideseni-a- fo-elad—g - =t ptere st eek-pp Ht-c o
“to—resiutabiy-pr- stheaw ve—chtn o-ontsieadie g et —the-paem remtor—s e
wrtivies-nhall-gtate-theofeal—theresf e svisonnd ap-ahe em-

—aThe wording of any provislon preposed to be amended o7 stricken from the artictes
or readopted anu cestorsd shall pe deemed o In thee wiicn v coniineg i the
orlginal articies, valess zuch wording bls e cognged purscant G a1 stattte which
expressty authocized the pwendment of articles, bnowhich evat snch wording shajl
be deemed to be that whickh Is providad fur i the docoment or documents filed for
the purpose of making such amendment oiective., X3 change winek iy bropme
effective pursuant to sny st.oite siden did ool Czpcessty provice for the amend
ment of artieles shatl be deemed Lo hnve The offcet of implied: ¥ aviending the alfect
ed provision of the arllcles so e4 Lo pead in conformity with such change.

COMPARABLE PROVISIGNS

N.¥. Not-for~Profit Corporatior Law § 803: Pa. Corporation
Rot~for-profic Code § 7902(b)*; ABA--ALI Model Won-Profit
Corporatior Act § 35
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(b) Form of amexdmeni.— The resclution ar peiition shall con-
tain the language of the proposed amendment o the articles by
providing that the asticies shall hre amended so as to read as there-
i set forth i Lol oo thot anv orivsion thereo! be amended so
as o read zs ther~in <er forth tn full, or that the matter stated
in the resolatton or petition he added to or stricken from the
art'cles. The resclution or petition may set forth the manner and

basi= of reciassifying the shares of the corporation,
§ 556. Certificate of amendment
SOURCE :
Derived from Corp. Code §§ 3671, 3672 (businese and nonprofit
corporations}*

M. Amendment by Incorporaters; contenis of certificate; sigring and verifica-
tlan '

Fn the case of aendmeny wdapted by the tneorporators 1he certificate shalt show
that the sieners thercof cnastituts ot least twa-thirds af the ineorporators, and that
they stdapt the amvndment ar snendments therein aet forth, In the case of a stock
vorgarationn the corfiticate shiit <ot Torth that it has, Bssued no shires and has no
silieription 1o <Biros oat<tiinding and if the amendient or amendments be adopted

iy the direchers the certificate shal) alse sof forth a con¥ of the resoletlon or resaly-

tions by whith the wwendment or amendeats were sdopted mmd show that the
resolution or resolutions were adopled by the vote of ut least two-thirds of the
board of directors. I the amendment or amendments be adopted hy the Incorpora-
tars the certificate shall be slgned by not ess than two-thirdy of the incorporators,
or if the amendment or amendments e rdopted by the directors the cortificate shull
be signed by not less than two-thirds of the board of dlrectors, and, in cither e,
the certificate shail be verified by the signed affldavits of the persons signing the
certificate stating, in effect and tnder aath, that the matters set forth in the cer-
tiflcate are true of thelr own knowledge. In the case of a nonstock COrPrELinn
the certificate shall set forth that the corporation has admitted no members other
than the lncorporators. The certificate shall be sipned by at teast two-thirds of the
Incorporators, and shall be veritled hy their slgned atfdavit stathig, in effect and
under oath. that the matters set forth in (ke certificate are tree of their own knowl-
edge.

o SOV Do the ease al o iments sdopted after fhe issinmes
¢l shares or while any sidseription to shores is oxcstaning

prior to rhe issuance of any shoves or after members other than
the incorporaturs have been admitted by a nonstock eorpora-
tion, the certificate shall be sicoed by the president or a viee
president and the seerelary or an assistant secretary, and shall
be verified by their affdavit stating, in ~ffeet, that the matters
set forth in the evrtifieate are true of their own knowledge.

‘he cortificate shall set forth tha follnwing

fud M the amendment s ene for the adoption of which 4
risalution of the boari of directors alone is required. a copy of
fhe resolution ol the board of directors,

(b: It the amendment s one for the adoption er approval
of whichi the vate or consent of 18 sharelwldors or members
alone is required oy oope of tee resslation adupting the amend-
menl; the time aond plaee ol the mectine ot which the resolu-
tHon wuk sdapted, snd the numher of shares or members voting
i faver of heoeescietian or 0 angren waes v wiitien eon.
T, A eopy o the o of wrilien eonsent; (he nunmber of
shares or memhers consent noe ;s sl i vither case, the total
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§ 557.

muzber ol shares cntitled e vole an e rubisent to the amend-
ment, or. i the case of @ nonstork corpuratien, the number of
members constituting a quorun, vxeept that o the case of
vonstock eorporations having members with urrequal voting
power the cortificate shall stole it faet und shali state the
total mamber of votes s1tithed ta be voted fop ur to consent to
the amerdment and the number of votes east for or consenting
ta the amendtient; and, except turther, that if the member
approval was piven by a polieymaking commitiee ereated by
e members pursiant to Seetion SG32.8, to represent and act
for the nembers in the matter, the certificate shall state that
Fact sl shall stute the nuniber of commities members voting
for or consenting to the amendment and the total number of
committee members entitled to vote on or consent to the amend-
I,

(s I the amendment s one which js required to be adopted
Ly the vine of differem elusses of shares, the tofs] number of
ontstanding sl of carle clase s e nmuanber of shares of
vach eliss consentine 1 oar voture in favor of the resolution
anendinge e artiches, : }

(0 01k Tolders o any elass of shiares or memberships nre
entiticd to mare or hess Han one yote per share or membership,
the total nubiber of voue entitled to be cast ur to be repre-
smfed Dy writlon consents cnd the oty mimber of votes cast
i favar of thee prgposel anendient . or. represented by the
WEItLen ¢ollsents thereto,

ci B e aommdrient s uhe for the adoption of whicli the
approvad of both the Goared of divectars aud the sharcholders
DF WM 5 regnived. the cortilieate shall sot far1l: the matter
required by osulidivision (0% aned the undter required by soh-
divisiong (o) and o o applicable. Thie certifieate shall alse
set Torth the mather regquired by subdivision {(b). exeept that
it el not set out o cany ol (e shurcholders' resohution or
writtin venisent adepting the amendment, but in Leu thereof

the certificate shall state that tle wording of the amended ar-
ticle or artieles as set forth in the sharcholders® resolution or
written consent is the same as that set forth in the directors’
resolution,

COMPARABLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 803; ABA-ALI Model Non-

Profit Corporation Act § 35

Filing of certificate

SQURCE:
Derived from Corp. Code §§ 3673, 3674 (business and nonprofit

corporations)*®
e

. iling with secretary of state; certified copy as prima
Euézfziiinuuthgge certificate shall be su?nﬁthxi}n the San?@ary
of State, If he finds that it shows a compliance with the provisions
of the law he shall file it and put an endorsement of filing t.hezdeoil:;
Thereupon the articles of incorporation shall be deen&ed amend an
accordance with the certificate, and a copy of the certificate, certifi
by the Secretary of State, is prima facie evi.denCe of the perforn':
ance of the conditions necessary to the adoption of the amendmen

.



§ 3674 Filing with county clerk. The corporation shall file a
copy of the certificate, certified by the Secretary of State, with the

county clerk of the county in which the principal office of the corpo-
ration is located and of every county in which the corporation holds
real property.

e ;

COMPARABLE PROVISIONS:

N.¥. Not-for-Profit Corporation Law § 803{(a); Pa. Corporation
Not-for-profit Code § 7906; ABA-ALI Model Non-Profit Corpora-
tion Act § 36

§ 558. Restatement of articles

SOURCE:
Corp. Code § 3800 '(business and nonprofit corporations] {aub~

stantially the same)*

§ 3800 Resolution of directors; contents of.resclution; ecertifi-
cate of restatement, . A corporation may restate-in-a single oert:ﬁcate
the entire text of its articles of incorporation as amended by filing
in-the-Offiee-of the Secretary of State a certificate entitled “Restated with
Articles of Incnrporatlon of (insert name of corporation)” which
shall set forth the articles as amended to the date of the certificate
but the certificate shall not itself alter or emerxi the articles in any
respect except that the signatures and acknowledgments of the incor-
porators may be omitted.

The cemﬁcate shall be sxgned by the madent—er-#ee—pmaden&

e%—the—eememﬁoa and shall be veriﬁed by their sxgned afﬂda\uts that
they have been authorized to execute the certificate by resolution of
the board of directors adopted on the date stated, and that the cer-
tificate correctly sets forth the text of the articles of incorporation as

amended to the date of the certificate.

COHPARABLE PROVISICNS:
N.Y. Not-for-Profit Corporation Law § B0S5; ABA-ALI Model Non-
Profit Corporation Aet § 37

chief officer
or any two
subordinate
officers officers of

the corpora. comora-

*-——

§ 559. Filing certificate of restatement

SOURCE:
Corp. Code § 3802 (business and nonprofit corporations) (same

in substance)*

§ 3802. Certificate of restatement, filing certified coples. When-
ever a corporation s required to file in any office in this State,a cer- (3

tified copy of its articles pursuant to any provision of +his-eede, in g
lieu of filing a certified copy of the original articles and certified cop-

les of all certificates amendatory of or supplementary {0 the original
articles, it may file a certified copy of the most recent certificate re-
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stating its articles as amended, filed bursuant to this article, together
with certified copies of ail ceriificates of amendment filed subsequent
to the restated articles and certified copies of all certificates supple-

mentary to the original articles. '

COMPARABLE PROVISIONS:
H.Y. Not-for-Profit Corporation Law § 805(f)

§ 560. Effect of article

SOURCE:
Derived from N.Y. Not~for-Profit Corporation Law § 802(d)*
{d) This seetion shall not alter the vote required under any other
seetion for the suthorization of an amendment referred to therein, nor

glter the muthority of the hoard to authorize amendments under any
other section. -

COMPARABLE PROVISIONS: | .
No comparable provision in the Corporations Code

§ 561. Action by Attorney General, member, officer, or director

SQURCE:
New

COMPARABLE PROVISIONS:
N.Y. Not~for-Profit Corporation Law § BO4*

8 804. Approvals and effect

(n}) A certificate of amendment shall not be filed if the amendment
adds, chunges or eliminates a purpose, power or provision the ineln-
sion of which in & certifieate of incorporation requires comsent or gp-
proval of s justice of the supreme court, & governmental body or of-
ficer or nny other person or body, or the giving of notice to the atter-
ney-general, or if the amendnient ehanges the name of a corporation
whose eertificate of incorporstion had such consent or approval en-
dorsed ihereon or snnexed thereto, nnless such coneent or spproval
is endorsed on or annexed to the eertificste of amendroent and the no-
tiee to the attorney general has been given as required by lrw.

(b) The department of state shall not file a certificate of
amendment reviving the existence of a corporation unless the
consent or approval of the justice of the supreme court, a gov-
ernmental body or officer or any other person or body required
to be endorsed on or annexed to the certificate of incorporation
of a corporation formed for similar purposes, is attached there-
to, or, if notice to the attorney-general was required prior to the
filing of its certificate of incorporation, the certificate of amend-
ment should indicate that such notice has been given as required
by law.

{e) The department of state shall not file a certificate of amend-
ment reviving the existence of s eorporation if the name of the corpora-
tion being revived is not available under section 301 {Corporats name;
genersl) for use by a corporation then being formed under this <hap-
ter, unless the ecertificate of amendment shall change the name fo
one which is availeble for sueh use.
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(d) No amendment or change shall affect any existing cause
of action in fuvor of or against the vorporation, or any pending
suit to whieh it shall be a party, or the existing rights of persons
other than members; and in the event the corporate name shall
be changed, no suit brought by vr against the corporation under
its former name shali abate for (hut reason,

Article 6. Bylaws
§ 601. Required provisions

SQURCE:

Same in substance as part of Corp, Code § 9301 (nonprofit cor-

Eoration)*
§ 9301. Members and membership ‘rights; dues and assess-

ments,

éx)cept to the extent the articles of incorporation
expresgly provide for the following, the hylaws shall
gat forth: . .

g) The authorized number and gqualifications of
mepbers of the corporation y and, 1f any, the different
classes of membershlp y-éf-mnyy .

.Oll 4me The property, voting, and other rights and
privileges of members y-and-theds .

c¢) The liability 4e of members for dues or assess-
ments and the method of collection thereof y-shall-be
pes-fersh-either-in-she-ariieleg-or-in-the-byflavey
whigh-shalli-Rely-Rowevery-provide-for-the-issuanee-of
Mere-LaR-ena-mapbarakin-to-any-panbey .

AIf the voting, property or other rights or interests, or any of
them, be unequal, the—astieles-ertnsdawsohall-setforth the rule or
rules by which the respective voting, property or other rights or in-
terests of each member or class of members are fixed and detor-
niined.

The articles or by-laws may authorize dues or assessments or
hoth to be levied upon all members or classes of membership alike, or
in different amounts or proportions or upon a different basis upon
different members or classes of membership and may exempt some

members or classes of membership from either dues or &ssessments,
or both,

-30-
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The articles or by-laws may fix the amount and method of col--
lection of dues or assessments or beth, or may authorize the board
of directors to fix the amount thercof from time to time, and make
them payable at such times or intervals, and upon such notice, and
by such methods as the directors may preseribe. Dues or 455088~
ments or both may be made arforceabie by action or by the sale or
forfeiture of member<hip, or hath, upon reasonable notice.

§ 602, Parmissible provisions

SOURCE:
Derived from N.Y, Not-for-Profit Corporation Law § 602(f)*

(f) The by-laws may sontain any pravision relating to the
business of the corperation, the conduct of its afiairs, its rights or
‘powers or the rights or powers of it members, directors or of-
ficers, not inconsistent with this chapter or any other statute of
this state or the certificate of inccrporation,

COMPARABLE PROVISIONS: )

Corp. Code §§ 9401, 9402, 9403 (nonprofit corporation)*; § 501;
Pa, Corporation Not-for-profit Code § 7504; ABA-ALI Model Non-
Profit Corporation Act § 12

§ 9401. Permissibie provisions. The by-laws of a nonprefit cor-
poration may make provisions for:

() The time, place, and manner of calling, giving notice of, and
conducting regular and spocial mectings of mumbers or dir_ocwrs.
which may e held cutside the State. The by-laws may dispense
with notice of afl regular members” amd dircetors” mectings,

(b} The requirermments of a guorum of divectors or mrnibers,
which may be greater or less than a maejority.

(¢) Subject to any previsions in the articles, the onmiber, ﬁ::ne
and manrer of chonsing, qualifications, terms of oilice, official desig-
nations, powers, dulics, and compensation of the direetors and other
officers.

{d) The appointment and authority of executive or other com-
mittees of the board of directors.

§ 9402. Members and membership rights. The by-laws of a
nonprofit corporation may make provisions for:

(a} The admission, election, appointment, withdrawal, suspen-
sion, and expulsion of members.

{b} The qualifications of members and different classes of mem-
berships, and the preperty, voting, and other rights, interests, or
privileges, ar any of them, of members or classes of members.

(¢) The transfer, forfeiture, and termination of membership,
and whethor the property interest of members shall cease at their
death or the termination of membership, and the mode of ascerfain-
ing the property interest, if any, at death or the termination of mem-
bership.

L



{d) The manner of voting Ly members and whether cumulative
voling and proxy voting shell be allowed,

{¢} The making of annual reports and fnancial statements to
the members,

§ 9403. ¥ dues: uesments. Tas by-laws of a nonprofit
corporation may make provisions for fess of cdmission and transfer
fees, and, subject to any provisions in the articles, inay provide pur-
suant to Section 9301 for dues and assessinents to be paid by mem-
bers or different ciasses of members end the methods of collection
thereof.

§ 603. Adoption; anendment; zopuul

SOURCE: . )
Derived from Corp. Code § %460 {uzaprofit corporation)*

9400. Bylaws may he zaopted, amendod or repeated by
eny of the following :

{a} By the written consent of members entitled to exercige
a majority of the votine power, or by the vote of a majority
of & quorum &: a meeting of members duly ealled for the pur-
pose according to the artivles or bylaws,

(b} Except as provided in subdivision {¢), by the board of
directors, subject to the power of the members to clunge or re-
peal the bylaws.

(e) A bylaw os bylaw masodment fiving or changine the
authorized number of direcinrs my be ndopted only by the
metnbers and may 4at be adupied hy the bosrd of directors
except whare the wriicles or bylaws nrovide for an indefinite
aumber 6f dircatats pursvant to subdivision (e) of Seetion
9200,

Foweaver ths arti-les ar bylivs
ten consent of "aembors enel!!
or pereentage of the vating

oToaney reawire the vote or writ.
i i exercise a greater fraction
ver fer the amendment or ve.

peal of bylawe  emerails, of pardicalir bylaws, or for the
« adogtion of now ovlazs then wowld otherwise be renuired
under this seetion. The articles or & bylaw adopted’ by the
members may limit or resirict the power of the directors to
adopt, amend, or vepeal bylaws, or may deprive them of the
power,

ey
COMPARABLE PROVISTCUS:

Corp. Code § 500 (business corpuratior}; N.Y, Not-for~Profit
Corporation Law § 602; Pa. Corporziion Hot-for-profit Code

§ 7504:; ABA-ALT Model Non~Profit Cornoration Act § 12

§ 04, Record book

SOURCE:
Corp. Code § 9404 {nonprofit corporation) (same)

COMPARABLE PROVISIONG:
Corp. Code § 502 {busines: corporation)



C HAPTER 3. MEMBERS

-~

Article 1. Members Generally

§ 701. Members

SOURCE:
Subdivieion {a} is derived from W.Y. Not-for-Profit Corpora-

tion Law § 601{a)*; subdivision (b) is the same in substance as
Corp. Code § 9603 (nonprofit corporation)*; subdivision {c}

is new (codifies helding in Coon v. Freeman, 1 Cal.3d 542,

463 P.2d 441, B3 Cal. Rptr. 217 (1970} 7.

(a) A vorporation shull have sue or mese classes of members, or,
in the ense of & Type B eorpenwstion, muay have up members, in which
ease any sueh provision for elasses of wembers or for ne membors shall
be set torth in the certitieate of ineorpuration or the by-laws, Torpore-
tions, jeint-stock associations, uninverpereted mssociations sad partser-
ships, as well as oy otber persen wvithout thuitarion, vy be members,

powers by board. Where neither the articles nor. by-laws of-e-sen—

ﬁmﬁt-eeppmpmmde for members +hereof-as-sueh—and-in-any
e&se-in—wh*eh%qmmﬁt—eeppm%,m fact no members éﬂ there are)

(Ii’ ? § 9603. Dircetors as members; exercise of members’ rights and

cther than the persons constituting its bmrd ‘of directors, the per-
sons for the tune bemg ecmsututmg

IFi:mnzlrd are, .
-nenmﬁt—-eesyeraﬂeﬂs the members of the corpmatwn and shall

exercise all the rights and powers of members theseef,

COMPARABLE PROVISIONS:
Pa. Corporation Not-for-profit Code § 7751; ABA~ALI Model Non-
Profit Corporation Act § 11l

§ 702. cClasees of members

SOURCE:
Corp. Code § 9602 (nonprofit corporation) {substantially the same
ag part)*

§ 9602, Membership classes; voting, property and other rights.
A nonprofit corporatmn :

tion-—eé’-nenhara- there-shail-be-ieeuad te- [-1] -bu-’s- ane- a}.au
may have one or more classes of members. Any provision for
classes of members shall be set forth in the articles or
bylaws, If there 18 no such provision, the corporation has
only one class of members ., Unless
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the articles or by-laws set forth the rule or rules fixing the respecs
tive vating, properly and otber riells ond intersts of each member
or class of members, the rights and interests of members shall be
equal as 1o ary richt or intorest not so fiscad.

COMPARABLE PROVISIONZ.
N.Y. Not-for-Profit Corporation Law § 601l; Pa. Corporation
Not~for-profit Code § 775]; ABA-ALI Model Non-Profit Cor~

poration Act § 1t

§ 703. Membership certificates

SOURCE:
Derived from Corp. Code § 9607%; N.Y. Not~for-Profit Cor-

poration Law § &01{c}, (d)*

§ 9607. ' Membership certificates. Membership In nonprofit cor-
porations may he evidenced by certificales. A statement that the

corporation is not one for profit shall be printed in clear type upon
the face of each such cerlificate. .

§ 601. Members. _
& > ¥ + 3

(¢) If the corporation has members, membership may be ef-
Tected and evidenced by -

(1) Signature on the certificate of incorporation.
| {2} Designation in the cm'tzi;}éate of incorporation or the by-
aws.

(3} Membership certifieate: or eard or capiial certificate.

(4) Such method, inclnding but not limited to the foregoing,
?3 18 prescribed by the certificate of incorporation or the by-
aws.,

{d) Membership certificates or cards shall not be transfer-
able. If the certificate of Hcorporation or by-laws permits
transfer of membership, upon each such *ransfer the certificate
or card isstted to a former member shall be surrendered, and &

new certificate or card shall be issued to the new member,

COMPARABLE PROVISIONS:
Pa. Corporation Not-for-profit Code § 501; ABA-ALI Model

Non~Profit Corporation Act § 11

§ 704, Termination of membership

SQURCE:
Subdivision (a) is the same in suvstance as part of Corp. Code § 9608

(nonprofit corporation)#; subdivision (b) is derived from Pa. Core

17



§ 705.

poration Wot~for-profit Code § ?287%; awbdivision (c) is new
(codifies Haynes v. Annandale Golf Club, 4 Gal.2d4 28, 47 P.2a
470 (1935)).

§ Q608,  Termination of membership; effect.  Memberships may
o terminated in tie miznmer provided in the articles or by-Jaws.
'nless thye articles, the by-laws, or the law under which the corpora-
tion was formed provide ctherwise, all the rights of a8 member in the
ecorperation; or in its property, ceasg on deathzeﬂ—et-her-—tepfﬁiﬂﬂ-ﬁﬂﬁ-
of-hig-memberahip resignation, expulslion, or expiration
of a term of membership .

§ 7767. Termination and transfer of membership

{a) General rule.—Membership in a nonprofit corporation shall
be terminated in the manner provided in a bylaw adopted by the
members.  1f the membership in any such corperation is limited
to persons who are members in good standing in another corpe-
ration, or in any lodge, church, club, society or other entity or
organization, the hylaws shall in each case define such limita-
tions, and may provide that failure on the part of any such member
to keep himself in good standing in such other entity or organ-
ization shall be sufficient-cause for expelling ‘the member from
the corporation requiring such cligibility.

r (b) Expulsion.—-

{13 No member shall be expelled from any nonprofit cor-
poration without notice, trial and conviction, the form of which
shall be prescribed by the bylaws.

(2) Paragraph (1) of this subsection shall not apply to
termination of membership pursuant to section 7545 of this
title (relating to enforcement of payment of fees, dues and
assessments).

{c) Effect of termination of membership.—TUnless otherwise
provided in the bylaws, the right of a member of a nonprofit cor-
poration to vote, and his right, title and interest in or to the cor-
poration or ts property, shall cease on the termination of his
memhership.

(d) Transfer of membership.~Unless otherwise provided in the
bylaws, no member may transfer his membership or any right aris-
ing therefrom.

COMPARABLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 601(e)

Tranafer of membership

SOURCE:
Corp. Code § 9609 (nonprofit corporation) (same)*

’ i transiey
9609. Transfer ‘of membership. No member ma}f I
}§1is membership or any right arising therefrom, unless the articles <»

by-laws 5o provide.

L |~



COMPARABLE PROVISIONG:
Pa, Corporation Not-for-profit Code § 7767(d)

§ 706. Property and other rights of members

SOURCE:
Corp. Code § 9602 (nonprofi. corporation)(same in substance as part)#

§ 5602. Membership classes; voting, property and other rights.
A nonprofit corporation shall have such memberships or classes
thercof as the articles or by-laws specify, but no member may hold
more than one membership, and in the absence of any such classifica-
tion of members thore shall be deemed to be but one class. Unless
the articies or by-iaws set forth the rule or rules fixing the respec-
| tive voling, property and othor rights ard inferests of each membor
I or class of members, the rights snd Interests of members shall-be- are
LeEuaI as to any right or interest net so fived. -

§ 707. Liability of members

SOURCE:
Corp. Code § 9610(nonprofit corporstion) (same)*

?atigogir(*}e. nGtL;a?ﬂ;tyuof :ng;nl}ers. Members of a nonprofit COrpo-
ersenally iable for the debts, liahilitie: igati
of the comooraton, iities, or obligations

COMPARABLE PROVISIONS:

N.Y. Not-for-Profit Corporatinm Law § 517%; ABA-ALY Model
Non-Profit Corporation Act § 11

§ 517. Liabilitles of members

(a) The members of a corporation shall not be personally
liable for the debts, liabilities or obligations of the corporation.

(b) A member shall be liable to the corporation only to the
extent of any unpaid portion of the initiation fees, membership
dues or assessments; which the corporstion may have lawfully
imposed upon him, or for any other indebtedness owed by him
to the corporation. No action shall be brought by any creditor of
the corporation ti reach and apply any such Habllity to any debt
of the corporation until after final judgment shall have been
rendered against the eorporation in favor of the ereditor and ex-
scution thereon returned unsatisfied, or the corporation shall
have been odjudged bankrupt, or a receiver shall have been ap-
pointed with power te colleet debts, and which receiver, on de-
mand ef & creditor 1o bring suit thereon, has refused to sue for
such unpaid amount, or the corporation shall have been dissolved
or ceased its activities leaving debts unpaid. No such action
shall be brought more than three years after the happening of
any one of such events.
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§ 708. Dues; aszezgments

SOURCE: i
Corp. Code §§ 9611 (menmprefit corpnzation) (same in substunce)*,
9301 (nonprofir corporationl{same os porii¥

A nonprofit
- . s ) . corporation
§ 9611, Ies; essevsnenis TSR LAY lovy —Siporation
GUes OF ARSCSSPWIEE OF Loto Pt #ssiesmendors pursuant o any

provisions of hﬂ—f;\_inf Or by -l 'iﬁﬂ:"ll!l:ﬁirli—'_':ln?’:__ihe lovy of dues or (its
assessments, ’

§ 9301, Members and membersiip rights: dues and  mssaus-
ments,  Toe authorized mumier and quadifications of members of
the vorporation, the different classes of membership, if any, (he prop-
erty, voting, and othier rights 7 nd priviloges of members, and their
liability 1o dues or assessmonnts and the method of collection thereof,
shall Le set Torth either in the articles or in the by-laws, which shall
not, lxrwever, provide for the issuance of more than one membership
to any membor,

If the voting, property or other rights or interests, or anyv of
them, be nnequal, the articles or by-laws shall'set forth the rule or
rules by which the respective voting, property or otber rights or in-
terests of ecach member or elass of members are fixed and deier-
mited,

Tle orticles or by-laws may authorize dues or assessments or
hotl 1o be levied upon ali members or clisses of membership alike, or
in different amounts or propoctions or upor a different basis upon
different members or clisses of membership und may excmpt some
nacnbers or ciasses of memborship from eltaer duns or GeoNsm s,
or Uoth,

- The articies or by-Taws may fix the amount and method of enl-
feetion of dues or assessiments or botl, or may authorize the booard
of dircctors to fiv the amoitat there § from finwe Lo tine, and ke
them poyable at such times or interval, and upon ©eh notive, and
by such methods ae the divectors may proseribe, Doaes or desess-
meits or both nugy be nuade eaforecadsr by action or oo the sale or
forieiture of members<hip, or bath, upon vismanihle tice,

COMPARABLE PROVISIONS:

N.Y. Not-for-Profit Corporation Law § 507*; Pa. Corporation
Not-for-profit Code § 7545

§ 507. Fees, duer. and rssessizen’s: fines and penaliies

(a) If authorized by ita cerlificate of tncorporation or by-laws
snd subject to any limitations stated therein, a corporation may
ievy initiation fees, dues and assessments on its members, wheth-
er or not they are voting members, and may impose reasonsable
fines or other penalties npon ils members foy violations of its
rules and regulations.

(k) Tnitiation fees, dues or assesuments may be levied on zll
classes of members alike or in different armounts or proportions



“or different classes of members, as the certificate of incorpora-
tion or the bv-laws tiay provids, but in all cases tha fees, dues and
sssessments pavable by memiers of one class shall be determined
upan the same basis

(e} Tre certificate of incorporation or the by-laws may con-
tain sech provisiong as are decmend necessary o guforee the col-
ieetiom of fees, dues, assessments, fines or other penalties, in-
cluding provisiona for the terminativn of membersikip, upon
ceasonahle notice, for non-payment of such fees, dues, assess-
ments, fines or other penaltien. and provisions Tor reinstatement
f membershin.

id) Suhiect fo the provisions of this chapter, the certifieate
i incorporation may provide that members paying initiation
fees, dues or assessiments shall, upoen dissclution of the corpora-
Uon, have distributive rights in its assets. The distributive
righits may be different for different classes of embers, but ia
il cases the rights of members of one class shall be the same,

§ 709. Reduction of members below stated number

SOURCE:

Corp. Code § 9603 (nonprnf:tt corporation}(aubstantially the samej)* -

§ 9605. Reduction of members below stated number; effect of
reduction; authority to fill vacancies. # the members of a nonprofit

less the arti=-
cles provide

corporation having a stated number of ‘members are reduced below
that number by death, withdrawal, or otherwise, the corporation
shall not be dissolved for that reasons=ba the surviving or continuing

totherwise, if
W

members, er~membedsmay fill vacancies and continue the corporate

existence—tdess—the—arteles-er-bydapwsprovide-otherwise ,

hm—

Article 2. Meetings of Members; Voting
§ 751. Regular and annual meetings

SOURCE:
Derived from Pa. Corporation Not-for-profit Code § 7755(a)*

' § 7755. Timeot holding meetings of members

{a} Regular meetings.—The hylows of a nonprofit corporation
may proviide for the number and the time of mectings of members,
but unless otherwise provided in a bylaw adopted by the members
at least one meeling of the members of a corporation which luas
members, as such, entitled to vote, shall be held in each ealendar
vear for the election of directors, at such time as shail be provideld
in er fixed pursuant to authority granted by the bylaws,  Failure
to Lhold the annuai or other reguiar nieeting ot the designated tinwe
shall not work a dissulution of the corporation.  If the annual er
other regular mecting shall not be catled and held within six menths
after the designated time, apy member mugy call such meetiog at any
ttme thercafter.

L
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COMPARABLE PROVISIONS:

Corp. Code §§ 2200, 2201 (business corperation}*; 9401({a) (non~
profit corporation)*; N.Y. Noet-for-Profit Corporation Law § 603;
ABA~ALI Model Non-Profit Corporation Act § 13

§ 2200. Annua! meeting; time and place. An annual meeting
of shareholders shall be held at 11 o'clock in the morning on the first
Tuesday of April in cach vear at the principal office of the corpora-
tizn, unless o different time or place is provided in the by-laws.

§ 2201. Business of annual meeting; proposals requiring special
nofice. At the annual meeting directors shall be clecled, reperts of
the affairs of the corporation shall be considered, and any other busi-
ness may be transactod which is within the powers of the sharehold-
ers, excopt that action shall not be tuken on any of the following
proposals unless written notice of the general nature of the business
ar proposal has been piven as in rase of a special meeling, even
though nofice of regular or annual mectings is olherwise dispensed
with;

{a} A proposal to scll, lease, convey, exchange, transfer, or
othorwise dispose of all or substantially all of the propetvty or assets
of the corporation except under Section 3900,

{b) A proposal to merge or consolidate with another corporation, -
domestic ar foreigm. .

(c) A proposal to reduce the stated capital of the corporation.

{d} A proposal to amend The articles, except to extend the term
of the corporate existence.

fe} A praposglio wind up and dissolve the corporation.

{f1 A proposal to adopt a plan of distribution of shares, securi-
ties, or anv consideration other than meoney in the process of winding
up.

§ 9401. Permissible provisions.
He ¥ ¥ w *

{a} The time, piace, and manner of ealling, giving notice of, ai:
conducting regular and special meetings of members or directors,
which may be held outside the State. The by-laws may dispense
with notice of all regular members’ and directors' mectings,
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§ 752,

§ 753.

Special meetings

SQOURCE:

Derived from N.Y. Not~for-Profit Corporation-Law § 603 (c)*

{e) Special meetings of the members may be called by the board and
by auch person or persons ns may be authorized by the certificate of
incorporrtion or the by-luws. In any ensc, such meelings may be von-
vened by the members entitled to east ten per eent of the totsl number
of votes extitled to be east at such meeting, who may, in writing, de-
mand the all of & speeinl meeting speeitying the date and month there-
of, which shall not be less than two ner more than three mouths from
10 date of sach written demand. The secrctary of the corperation
ipan recciving ihe written demand shall promptly pive notire of such
meeting, or if he fuils to do so within five business days thereatter, any
member signing such  demand may pive sueh motice. The meet-
ing shell be held nt the place fixed in the by-luws or, if not so
fixed, at the office of the corporation.

COMPARABLE PROVISIONS:

Corp. Code §§ 9600 (nonprofit corporation)*, 2202 (business
corporation); Pa. Corporation Not-for-profit Code § 7755(b);
ABA-ALI Model Non~Profit Corporation Act § 13

§ 9300 - Meetings; call. Subject to any provisions of the arti-
cles or by-laws, meetings of members of nonprofit corporations shall
be called and held as may be ordered by the directors or by members
holding not less than one-tenth of the voting power of members.

Adjournmzents

SOURCE:

Derived from Pa. Corporation Not-for~profit Code § 7755(c)*

(c) Adjournments~—Adjournments of any regular or special
meeting may be taken, but any meeting at which dircctors are 1o
be elected shall be adjourncd only from day to day, or for such
longer periads not excceding 15 days each, as the members present
entitied to cast 2t least a majority of the votes which all members
present and voting are entitled to cast shall direct, until such direc-
tors have been elected.

e

COMPARABLE PROVISIONS:
Corp. Code §§ 2208, 2213 (business and nonprofit corporationa)*

§ 2208. Notice of adjourned meeting. When a meeting is ad-
journed for 30 days or more, notice of the adjourncd nccting shall
be given as in the case of an original meeting. When & mecting s
adjourned for less than 30 days, it is not necessary to give any notice
of the time and place of the adjourned meeting or of the business to
he transacted thereat other than by announcermnent at the meeting
at which the adjournment is taken, unless the by-laws provide other-
wise,

-Lo-



§ 2213. Adjowrnment for lack of quorum. In the absence of a
quorum any meeting of shareholders may be adjourned from time
to time by the vole of a majority of the shares, the holders of which
are either present in person or represented by proxy thercat, but no
other business meav be transacted.

§ 754. Notice to members of meetings _

SO0URCE:

Subdivisions’ (a) and {b) are derived from Corp. Code §§ 2205,
2206 (business corporations)¥*; subdivisions (c)} and (d) are
derived from N,Y. Not-for-Profit Corporation Law § 605(a)*;
"subdivigion {e) is the same in substance as N.Y. Not-for-
Profit Corporation Law § 606%; aubdivision (f) is derived from
Corp, Code § 9401(a) {nonprofit corporation)*,

prasanmy B

§ 2205, Means of giving notice; place. A notice may be given
by the corporation to any shareholder, either personally or by mail
or other means of written communication, charges prepaid, addressed
to the shareholder at his address appearing on the books of the cor-
poration-or giverr by him-to the corporation for the purpose of no-
tice. IF a shareholder gives no address, notice is duly given him if
sent by mail or other means of written communication addressed to
the place where the principal office of the corporation is situated, or if
published at least once In some newspaper of general circulation in
the county-in which the office is located.

pumaen

§ 2206. Time of notice. Notice of any meeting of shareholders
shall be sent to cach shareholder entitled thereto not less than seven
days before the mecting, unless the by-laws provide otherwise.
Papttg,

§ 606, Kotice of miseting of members

(6) Whenever under the provisions of this chapter members ars re-
quired or permitied to take any action &l a meeting, written notice shall
state the place, deto and hour of the meeting and, unless it is an annual
meeting, indicate that it is being issued by or at the direction of the
person or persons calling the meeting. Notice of a special meeting shall
also atate the purpose or purposes for which the mecting is called. A
copy of the notice of any meeting shall be given, personally or by mail,
to each member entitled to vote st such meeting. If the wetivc is
given persohally or by first class mail, it shall be given not less than
ten nor more than fifty days before the date of the meeting; it mailed
hy any other class of mail, it shell be given not less than thirty nor niore
than sixty days before such date. If mailed, such notice is piven when
leposited in the United States mail, with postage thercon prepaid, di-
rected to the member rt his nddress ns it appears un the record of mem-
bers, or, if ke shall kave filed with the seerelary of the corporation s
written request thet notices to him be mailed to some other addresy, then
directed to him at such other address. An affidavit of the sceretary or
other person giving the notice or of a transfer agent of the corporation
thet the notice required by this section has been given shall, in the ab-
sence of fravd, be prima faeie cvidence of the facts thercin stated.
Whenever a corporation has more than five hundred members, the no-
tice may be served hy publication, in liew of mailing, in & nowspaper
published in the counly in the siate in which the prircipal office of
the corporetion ia Jocated, once a week for three suceessive weeks next
preceding the date of the meeting.




§ 606, Waiversiof notice

Notice of meeting need not be given to any member who sub-
mits & signed waiver of notice, in person or by proxy, whether
before or after the meeting, The attendance of any member at
a meeting, in person or by proxy, without protesting prior to the
‘onclusion of the meeting the lack of notice of such meeting,
L:ilall constitute a waiver of notice by him.

§ 9401. - Permissible provisions.

W * ¥ - X

(a} The time, place, and manner of ecalling, giving notice of, and
conducting regular and special mectings of members or directors,
which may be held outside the State. The by-laws may dispense
with notice of all regular members’ and directors’ meetings.

COMPARAELE PROVISIONS:
ABA-ALI Model Non-Profit Corporation Act § 14

§ 755. Quorum

SOURCE: .
Subdivisions (&) and (b) are derived from part

of Corp. Code § 2211 (business and nonprofit corporations)¥;
subdivision (c) is the same in substance as Corp. Code § 2213
{business and nonprofit corporations)*; subdivision {d} is the
same in substance as Corp. Code § 2212 (business and nonprofit
corporationsa)*,

§ 2275, Quorum

Thit prosence i persoh or by proesy of {he prersons entitled to vote o majerity of
the voting shares ot any aweting canstirntes g gquoram for the tramsaction of nsi-
fess diuless, in the vise of 0 nonpretc eorparafian or a mutuai wator CORPLNY,

the bylaws pravide a difterest nurdber. 1o mutin water Cimpang the Tivlows st
noet pravide for o guorimn of less than 20 prerrent af the votinge shores

Shives shall ot e eonmted fo ke up 3 nernm for o waseting if vating of
thewr ab the tae-tingg s bevn cijoimed ar for HIY Peitso) Abey cannet be lnwully
vided sl the gnecting,

1’5 2213. Adjopmmnt for lack of gquorum, -Iﬁ-the-alasama.at.a.

other-business-may-be-iransaeiedr The members by a
majority vote of those present m adjourn the meeti
Liespite the absence of a quorum.

§ 2212. Effect of withdrawal of shareholders. The shaseboldess DENbers
present at a duly called or held meeting at which a guorum is present

may continue to do business until adjournment notwithstanding the

withdrawal of enough ﬁhareheiﬂemﬁ!:o leave Jess than a quorunm. (members

S

-he -



§ 756.

COMPARABLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 608; Pa. Corporation Not~

for-profit Code § 7756; ABA~ALI Model Non-Profit Corporation
Act § 16

Record date for determining mempers

SOURCE:
Corp. Code § 2214 (business zand nonprof:l.t corporations) (same
in substance)* .

§ 757.

List of members eligible to vote

§ 2214. Record date for datarmrrslﬁg shareholders; closing hooKs to tranafers ‘

Uiless the aeticies of Dy-liws otherwise pruvide, the hoard ef-diseetsss may 0t & tembers
Biie [ the fature as a cecord dade for the deterimination nf the - NEiLEe -
to mutier of RIKL 00 vote 2l any merting seshiriohobob ot bbb et Pt i

-i--: 3‘: k: Eeidlcirdl b i TH AT TLRN IR A PP ST.T-001 3 L Hla]} Pt N P P L P LA .ln T

; : ’l‘m record dato so fixed En!l L
nut murr than I disys prior to the (1 m of tke meeting or event Tor the parposes o
which it [ fifed. When 4 record date Js so fixed. ouiy sbe Bl
that date are entitled to nor.lce ot angd to vote at the meetin; or

ie-ueel-ve!-he-ﬂrl-
ppiT Lo exercise the rights,as the case may | 2L Dembers

epn the books of the corporation afi-
mmberahi L
uant to the
a.rticlea or

bxlaw

1 other vote

b-e notwithstnndlng ROY trmufer of #
er the record date.
The board of directory may close the books of the corparafion against transfoers of
shares durlng the whete vr any part of o period of ‘hot "olord than 50 days prier to
the date of o shareholders’ meeting, the date when the right to any dividend, distri-
butfon, or allotment of rights vests, or the effective date of any change, conversion,
or exchange of shares.

COMPARABLE PROVISIONS:
N.¥. Rot-for-Prefit Corporation Law § 6l1; Pa, Corporation
Not=-for-profit Code § 7761

SOURCE:
Derived from N.Y. Not~-for-Profit Corporation Law § 607%

§ 607. Listor record of members at meetings

A list or record of members entitled to vote, certified by
the corporate officer responsible for its preparation or by a
transfer agent, shall be produced at any meeting of members
upon the request therefor of any member who has given written
. notice to the corporation that such request will be made af least
ten days prior to such meeting. If the right to vote at any meet-
ing is challenged, the inspectors of election, or the person presid-
ing thereat, shall require such list or record of members to be
produced as evidence of the right of the persons challenged to
vote at such meeting, and all persons who appear from such-list
or recard to be members entitled to vote thereat may vote at such

meeting.

COMPARABLE PROVISIONS:
Pa. Corporation Not-for-profit Code § 7758(e)

=43



§ 758.

§ 759.

Voting righta; voting by class; manner of voting

SOURCE:
Subdivisions (a), (c¢), and (d) are derived from Corp. Code

§ 9601 (nonprofit corporation)*; subdivision (b) is derived
from N.Y. Not-for-Profit Corporation Law § 6l6%.

r .

§ 9601. Voting rights: proxy; means of voting. Unless the
articles or by-laws provide otherwise, every member of a nonprofit
carporation is entitled o one vote and may vote or act by proxy.
The manrer of voting may be by ballet, mail, or any reasonable
rcuns provided in the articles or by-laws, No member may cumu-
Inte hils votes unless the articies or by-laws so provide,

im

F § 616. Voting by class of members

{a) The certificate of incorperation or the by-laws may con-
tain provisions specifying that any class or classes of members
shall vote as a class in connection with the transaction of any
business or of any specified item of business at a meeting of
members, including amendments to the certificate of incorpora-
tion.

(b} Where voting as a class is provided in the certificate of
incorporation or the by-laws, it shall be by the proportionate
vote 50 provided or, if no proportionate vote is provided, in the
election of directors, by a plurality of the vetes cast at such
meeting by the members of such class entitled to vote in the
election, or for any sther corporate action, by a majority of the
votes cast at such meeting by the members of such class en-
titled to vote thereon.

(¢) Such voting by ciass shall be in addition to any other vote,
including vote by class, required by this chapter or by the cer-
tificate of incorporation or the by-laws as permitted by this chap-
ter.

COMPARABLE PROVISIONS:

Corp. Code § 2234 (business corporation); Pa. Corporation
Not~for-profit Code § 7758; ABA-ALI Model Non-Profit Cor-
poration Act § 15

Cumulative voting

SOURCE:
Derived from N.Y, Not-for-Profit Corporation Law § 617%

§ 617. cCumulative voting

The certificate of incorporation or the by-laws of any corpora-
tion may provide that in all elections of directors of such eor-
poration each member shall be entitled to as many votes as

~hi-



shall equal the number of votes ‘which, except for such provi-
sions as to cumulative voting, he would be entitled to cast for
the election of directoras pwitiptied by the number of directors to
be elected, and that he may cast zli of such votes for a single
director or muy distribute them arong the number to be voted
for, or for any two or more of them, as he may see fit, which
r:gbt when exercised, shall he termed cumulative voting.

CDMPARABL;% PROVISIONS:
Corp. Code § 9601 (last sentence}{nonprofit corporation)*

9601, . . . No member may cumulate his votes unless

the articlas or by-laws 3o provide.

§ 7560. Proxies

SOURCE:
Derived from Corp. Code §§ 2225—2228 (bua:lness and nonprofit
corporations}* - - -

§ 2225. Proxies; fiduciaries. Every person entitled to vote or
exccute consents may do so either in person or by one or more agents
authorized by a written proxy executed by the person or his duly
authorized agent and filed with the secretary of the corporation.

Any executor, administrator, guardian, trustee, or other fidu-

ciary may give proxies.
)

sty

§ 2226. Dpuration of proxy; revocation. A proxy is not valid
after the expiration of eleven (11} months from the date of its exe-
cution uniless the person executing it specifies therein the length of
time for which it is to continue in force, which in no case shall ex-
ceed seven (7) years from the date of its execution. Any proxy duly
executed is not revoked, and continues in full foree and effect, until
an instrument revoking it, or a duly executed proxy bearing a later

date, is filed with the secretary of the corporation.
Ty

§ 2227. Death or incapacity of maker. A proxy is not revoked
by the death or incapacity of the maker unless, before the vote is
r counted or the authority is exercised, written notice of the death or
incapacity is piven to the corporation.

S—

e

§ 2228, Suspersion of proxy when malier personally present at
meeting; proxy coupled with interest. Notwithstanding that a valid
proxy is outstanding, the powers of the proxy holder are zuspended,
except in the case of a proxy coupled with an interest, which states
that fact on its face, if the person exccuting the proxy is present ar
Lt-}lti mecting and elects to vote in person.

5.



§ 761.

COMPARABLE PROVISIONS:
N.Y. Not~-for-Profit Cornovation Law § 609; Pa. Corporation

Not-for-profit Code § 7759%; ABA~ALI Model Non-Profit Cop-
poration Ast § 15

§ 754, v st iud olher acticu by proxy

(2} General rule~—Volrp by members of 2 noaprofit corpora-
ton shall e enbe o porser aoheos o belne adopled by the mem-

bers provides or velmy v proxy. The presence of or vote or
gther action Al o nesorg of ancrmbers, ot the expression of con-
gert e dissent in corporate action in writing, by oa proxy of a
ember pursuart to such a byinw s¢hall constitute the prescnce
of, or wole or action by, or written onnsent or dissent of such
member for the surposcs of iz article

(by Minimwm requiremnents.—Dvery proxy shall be exceuted
in writing by the jnember or by his duly suathemzed atlorney in
" fact and filed with the secretary of the corporation. A proxy shall
be revocable at will, notwithstanding any other agrecment or any
provision in the proxy to the contrary, but the revocation of a
proxy shall not be cffective until notice thereof has been given
to the sectetary.of the corporation. ., No unrevoked proxy shall
be vatid after i1 months from the date of Its execution unless a
longer time is expressly provided therein, but in no event shall
a proxy- he voted on after three years from the date of its execu-
tion. A proxy shall not be revoked by the death or incapacity
of the maker unless before the vote is counted or the authority
is exerciscd, written notice of such death or incapacity is given
to the secretary of the corporation.

Vote sufficient for particular actions

SOURCE:

Derived from N.Y. Not-for-Profit Corporation Law § 613*

13. Yote of members

{a) Except as otherwise required by this chapler or by the
g certificate of incorporation or the by-laws as permitted by this
8 chapter, directars shall he elected by a plurality of the votes
f_' cast at a meeting of members by the members entitled to vote in
B the election,

" (b)Y Whenever any corporate action, other than the election
of directors, is to he taken under this chapter by vote of the
members, it shnil, except as otherwise reguired by this chapter
or by the certificate of incorporation or by by-laws as permitied
by this chapter, be authorized by a majority of the votes cast at a
meeting of members by the members entitled to vole thereon.

" {e} Except a8 provided in paragraph (b), any reference in
this chapter tc corporate action at a meeting of members by
“majority vote" or “two-thirds vote” shall require the action
to be taken by such proportion of the votes cast at such meeting,
provided that the affirmative votes cast in favor of any sueh ac-
tion shall be at least equal tc the quorum. Blank votes or ab-
stenticns shall not be ecunted in the number of votes cast.

L6



§ 762.

COMPARABLE PROVISIONS:
Pa, Corporation Not~for-profit Code § 7757

Inspectors

SOURCE:

Derived from Corp. Code § 2232 (business and nonprofit
corporations)#

§ 2232. Iuspectors of election; appointment; vacaney. In ad-
vanee of any meeting of shareholders the board of directors may ap-

point inspectors of election to act at the meeting or any adjournment
thereof,
If inspectors of election are not so appointed, the chairman of

-any meeting of shareholders may, and on the request of any share-

holder or his proxy shall, appoint inspectors of election at the meet-
ing. ‘

The number of inspectors shall be either one or three. If ap-
pointed at a meeting on the request .of one or more shareholders or
proxies, the majority of shares present shall determine whether one
or three inspectors are to be appointed.

In case any person appointed as inspector fails to appear or fails
or refuses to act, the vacancy may be filled by appointment made by
the board of directors in advance of the convening of the meeting,
or at the meeting by the person acting as chairman.

COMPARABLE PROVISIONS:
N.¥Y. Not~for-profit Corporation Law § 610%; pa, Corporation
Not~for-profit Code § 7762

§ 610. setection of inspectors at meetings of members: du-
ties _

(8) If the by-laws require ingpectors at any meeting of mem-
bers, such requirement is waived unless compliance therewith
is requested by & member present in person or by proxy and en-
titled to vote at such meeting, Unless otherwise provided in the
by-laws, the board, in advance of any meeting of members, may
appoint one or more inspectors to sct at the meeting or any
adjonrnment thereof. If inspectors are not so appointed, the
person presiding at a meeling of members may, and on the re-
quest of any member entitled to vote thereat shall, appoint one
or more inspectors. In case any person appointed fails to ap-
pear or act, the vacancy may be filled by sppointment made by
the board in advuance of the meeting or at the meeting by the
perzon presiding thereat. Bach inspector, before entering upon
the discharge of his duties, shall take and sign an oath faithfully
to execute the dutieg of inspector at such meeting with siriet
impartiatity and according to the best of his ability.

(b} The inspectors shall determine the number of membey.
ship certificates or eards and capital certificates outstanding

-l7a



and the voting poweor of each, the certificates and cards repre-
sented at the ruseting, the existence of a gquorum, the vahdity
and effect of proxies, and shall receive voles, balicls or consents,
hear and determine all ehallenges, and gquestions arising in con-
neetion with the right fo vote, count and tabulate all votes, bal-
lots or consenss, defermivs the resulf, and de such acts as are
proper to conduet, the election or vote with fairness to all mem-
bers. On reguest of the person presiding at the meeting or any
members entitled to vate theveatf, the inspectors shall make a re-
port in writing of any challenge, question or maitter defermined
by them and execute a certificaie of any fact found by them.
Any report or certificats made by them shall be prima facie
evidence of the iacts stated and of the vote as certified by
them. '

§ 763. Duties of imspectors

SOQURCE:
Corp. Code § 2233 (business and nonprofit corporations)(same
in substance)* ..

I
§ 2233. Deties of Inspectors; report and cortificate, The in-
spectors of election shall determine the number of «hares outstand-

ing and the voting power of each, the -aha-rae&hi-epresented atM@

ing, the existence of a quorum, the authenticity, vafidity, and effect

of proxies, receive votes, ballots, or eonsents, hear and determine all

challenges and questions in any way arising in connection with the

right to vote, count and tabulate all votes or consents, determine the

result, and do such acts as may be proper io conduct the slection or

vote with fairness to allwhateheiders Dambers

--'"";' The inspectors of electicn shall perform their duties impartially,

in good faith, to the best of their abiiity and as expeditiously as is| TO BE
erson pre
siding at {

practical.  If there are three inspectors of ejection the decision, act,{ ADDED
or certificate of & majority Ir effective in all respects as the decision,

act, or certificate of all. .

OUn request of the ehaieman-ef,the meeting or of any simrebolder Nember ,
or his proxy the inspectors shali make 3 report in writing of any

challenge or question or matter determnined by them and excroute a
cerlificate of any fact found by them. Any report or certificate made

by them is prima facie evidence of the Jacis stated therein,

COMPARABLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 610(b); Pa. Corporation
Not-for-profit Code § 7782

«b8a



§ 764, Consent teo netion witheut 2 seotioe

SOURCE:
derdved Erom Couvp. Code [ 2233 (brrincsy anc nonprofit cor-
porations)®
o
i § 2230 Zonsesl by asooa wihentnomagting
7 Aovwoaeting vhbeh, snalor maroarovision af 05 diveaon, may e faken at o meeting

of the shareholders, % * % mqay Le fmhen e
2 OWHUnE sgred by el of ik rorsess sah
action ab i au i, aed Flo i e B

it meeding if authorized by
e entitled roo vote wwon such
relary of 0.0 furperation,

RS

COMPARABLE PRUVISION::
N.Y, Not~for-Prafic Corporaciou Law § 6149 Pa, Corporation
Not=for-prefit Sode § 7743; ARA-ALT liodal Hon-Profit Cor-
poration Act § 95

§ 614, Action E3 meambers without s meoting

{a} Whenever, under this chapter, members are required or
permitted fo toke any action by vote, such action may be taken
without a meeting on written consent, setting forth the action
so taken, signod by-all of the mmembers entitled to vote thereon.
This paragraph shail not be constraed to alter or modify any
provision in a certificate of incorporation not incensistent with
this caapter under which the writlen consent of leas than all of
the members is sufficient for corporate action.

(b) Written consent thus given by all members entitied to
vote shall have the same effect 28 a unanimous vote of members
and any certificate with respect to the authorization or taking of
any such action which s delivered fo the department of state
shall recite that the authorization was by unanimous ! written con-
sent,

{c} When there ara no members of record, such action may
be taken om the written consent signug by a4 majority in interest
of the zubscribers for capits! certificatc: whese subscriptiona
have boen accepiod or thelr successors in interest or, if no sub-
seription has been aceeptad, on the written consent signed by the
incorporator or & majority of ihe incorporators, When there
are twe or more incorporators, if any dies or iz for any reason
unable to act, the other or othera may acl. If there is no in-
enrporaior able to act, any person for whom an incorporator was
ackting as apent ey o7 T iz obond, o if such other person alse
dies or is for any reason umnable to act, his lagal representative
may act.



§ 765, Agreements as to voting

S0URCE:

Derived frowm N.Y. Not-for-Profit Corporation Law § 619%

§ 619, Agreements by members as to voting
| . An agreement beitween two or more members, if in Wl‘itilllg'
g and signed by the parties thereto, may provide that in exercis-

i g their voting rights a3 members they shall vote as therein
} provided, or as they may agree, or as determined in accordance

with a nrocedure agreed upon by them.

CDMPAR&BLP;‘ ;RDVISIONS:
Corp. Code §§ 2230, 2231 (business corporation)

§ 766. Judicial relief

SQURCE:

Incorporates by reference Corp. Code §§ .2236-2238%

was held or the appointment was made.
g

appear to be proper under the circumstances,
r
§ 2238. Fudicial relief; |

Other velicf as may e just and proper.
S— :

=50~

§ 2236. " Action to determine validity of election or appointment
of director; venue. Upon the filing of an action therefor by any
sharcheolder, the superior court shall try and determine the validity
of uny clection or appointment of any director of uny domestic cor-
poration. or of any fareign corporation if the election was held or the
appeintment was made in this State. In the case of a domestic cor-
poralion the action shall be brourht in the county in which the prin-
cijad office of the corporaiion is Iocated, In the case of a foreign corpo-
ration the action shail ke brought in the county in which the cor-
poration has its princigal oflice in this State or in which the election

r? 2237,  Order for hearing: service of notice and complaint.
Upon the filling of the complaint, and before any further proceedings
are had, the eourt shall enter an order fixing a date
which shall be within five days unless for good cause a later date is
fixed, and requiring notice of the date for the hearing and a copy of
the complaint to be served upon the corporation and upon the person
whose purported election ar appointment is questioned and upon any
person f{other than the plaintiff) whom the plaintiff alleges to have
heen elected or appointed, in the manner in which a summons is re-
quired to be served, or if the court so directs, by registered mail;
and the court may make such furthes requirements as to notice ag

for the hearing,

; Clief; suthority of court. The court may dr
terntine the norsan entifled {o the oflice of director or may order g

new election to by held or aprointment to be made, and direst such



COMPARABLE PROV.310NS;

N.¥. Not-for-Profit Sorporation Law § 5las

Article 3.

$ 618, Foverof T preme court respecting olections

Upon the petition of any momber aggrieved by an election and
upen notice to the nersens declared eteeted thereat, the corpora-
ticos and sech otier persons o8 the enur. may dirert, the supreme
cotivl at a special terw held within the judieinl district where
the offic: of the corporaiion is located shall forthwith hear the
proofs and allegations of the parties, and confirm the election,
order a new ¢lection, or take such other action as justice may re-
quire.

Membera® Uerivative Action

§ 775, Right to bring a derivative action

Derived from N.Y. Not-for-Profit Corporation Law § 623%

§ 623, Membery' derivative action brought wn the right of the cor-
poration to procure a judgn_mnt i its favor

{8) A aetion may be brought in the right of u Jomestic or foreign
corporstion te proeure a jndgment in its frvor by Iive pereent or more
of any elass ot members or by suck perccutage of the holders of capital
eertificates er of the awners of beneticial indercst in the capital
rertificates of suel corporation.

(b) In any such action, it shall be made to appear that each
Pleintiff is such s member, holder or owner at the time of bring-
ing the action,

{c¢} In any such action, the complaint shall set forth with
particularity the efforts of the plaintiff or plaintiffs to serure
the initiation of such action Ly the bosrd of ! the reagon for not
making such effort.

{d} Such action zhall not be discontinuad, compromised or set-
tled without the approva: of the court having jurisdiction of the
action. If the court shall determine that the inierests of the
meimbers or of any class or classes thereof will be substantially
affected by such dizcontinuance, sompromise or settlement, the
court, in its diseretion, may direct that notice, by publication or
otherwise, shall be given t¢ the members or class or classes there-
of whose intereats it determines will be so affected; if notfice is
so directed to be wiven, the court may determine which one or
more of the parties to the action shall bear the expense of giving
the same, in such amount as the court shall determine and find
to be reasonable in the circumstances, and the amount of such
expense shall be awarded as special costs of the action and re-
coverable in the same manner as statutory taxable costs,

e} [f the eetion en behall of the corporation was sieressinl, in whole
or in parf, or i¥ anything wus reccived by the Weintifi or plaintiffz or

w claimaut or elabneats as the resuli of o judomens, EOHLIBmISe o
setflemeit of an nction or elaim, the coart wav award the plaintifl
plantidrs, claimant s claimants, reasonnble oxpenses, mehuding vea
sonable sttomes s Tevy, and shull diveet him or them io et T the
cerporsiion for the remmindor of the proveods =0 reelsved by bl o
thent  Thix pwrsersph shall aot apple 4e aoy Judgmeni eederod Lo
the beneiit of injured :nembers or nen-resord swners only aud Huited
Lo o reepvery of ihe loss or Jamage sustained by them.

ST



COMPARAELE PROVISIOHNS:
Pa, Corperation MNot--for-profitv Cods o 7765, Corp. Code § 834
(buainess and nenprofit corporations)

§ 776. Allegatriona of compliaint

SOURCE:

Derived from Corp. Code § 834(a} (buainess and nonprofit cor-

porations}*®

5

o ki A

24, (#) Mo wmelion miny be instituted or maintained in
right ¢f any unincorporated association or of any domestie or
foreign corporztion by & member of pueh assoriation or by the
holder or “oldars of shares. ur of voling trust ecrtificates repre-
secting ghares, of such corporation unless both: of (he following
condilions exizt

{1} The plaintiff alleges in the complamt that he was a
member, registered shareholder or the holder of voling trust
certificates at the time of the transaction or any part thereof
of which he compluins or that his menmtbership, shares or voting
trust certificates thereafter devolved upom him by operation of
law from a holder who was a holder st the time of the trans-
sction or any pavt thereof complained of.

{2) The plaintiff alleges in the complaint with particularity
his efforts to seeure from the board of dircctors sueh action as

he desires and elleges farther that he has either informed the
corporation or such board of direetors in writing of the ulti-
mate facts of each cause of action apainst each defendant
director or delivered to the corporation or such board of diree-
tors a true copy of the eompluint which ke proposes to file,
and the reasons for his failure to obtain such action or the
reasons for net making such cffort,

COMPARABLE PROVISIONS:
N.Y. Not~for-Profit Corporation Law § 623; Pa, Corporation
Not-for-profit Code § 7765

§ 777. Court approval required to discontinue or settle

SOURCE:

Derived from N.Y. Not-for-Profit Corporation Law § 623{d)*

(d} Such action shail not be discontinued, compromised or set-
tied without the approval of the court having jurisdiction of the
action. If the eourt shall determine that the interests of the

embers or of any class or classes thereof will be substantially
affected by such discontinuance, compromise or setilement, the

* court, in iis discretion, may direct that notice, by publication or

otherwise, shall be given to the members or elass or classes there-
of whese interests it determines wiil be so affectad: if notice is
so directed to be given, the court may determine which cne or
mere of the pariies to the setion shall bear the expense of giving

-~ fhe same, in such amount as the coart shal! determine and find

to be rexsonable in the cireemsatances, and the amount of such
expense shall be awarded as special costs of the action and re-
caveralkle in the same manner a8 statutory taxable costs.

~BZm



§ 778. Prevailing plaintiffs’ expenses

SOURCE:
Hew

COMPARABLE PRC‘.?ISIDNS‘ _
N.Y. Not-for-Profi: Corporation Law § 623{elw

ie} It the aeiwn on beliadf of the vorporaiicn was suceessrul, in v hol
or m part, or it anything sas reccived Dy the pleintlt or pluinticts o
a elulnant or eluimanés us the roaall ob s adenaent, STV TO
setiiement of an aetion or eluir, the conrt mxy award the paintic? o

pluntiffs, claiman! or etaimnnis, reasonable cvponses, jncluding e
sonable sitorney's fees, and shall <hveet T or thens 1o aceount to th
cerparabion for ‘the remcinder of ihe peovesds so reccived by lim o

them. Thes purngraph shall net apply o any judgment rvendered thn
the beuefic of fujureidl swmbers or non-record owners only and limited
o n recovery af the loss or damagze sustained by them.

§ 779. Prevailing defendants® expenses

SOURCE:
New

COMPARABLE PROVISIONS:
Corp. Code § 834(b)(business and nonprofit corporationa)}*;
Pa. Corporation Not-for-profit Code .§ 7765(c)

(b) In any such action, at any time within 30 days after
service of summons upon the corporation or any defendant
who is an officer or director of the eorporation, or held such
office at the time of the acts complained of, the corporation or
such defendant may move the court for an order, upon notice
and hearing, requiring the plaintiff to furnish security os
hereinafter provided. Such motion shall be based #pon one or
more of the following grounds:

(1) That there i no reasonable possibility that the prosecu-
tion of the cause of action alleged in the complaint against the
moving party will bemefit the eorroration or its security
holders;

{2) That the moving party, if other than the corporation,
did mot participate in the transaetion complained of in any
capscity.

The court on application of the eorporation or any defend-
&ant may, for good cause shown, extend such 30-day period for
an additional period or periods not exceeding 60 days,

At the hearing upor such motion, the court shall consider
such ovidence, written or oral, by witnesses or affidavit, as
may be material: {a) to the ground or grounds upon which
the motion is based, or (b} to a determination of the probable
reasonable expenses, including attorney’s fees, of the corpora-
tion and the moving party which will be incurred in the de-
fense of the action. If the court determines, after hearing the
evidence adduced by the parties at the hearing, that the mov-
ing party has established a probability in suppert of any of
the grounds upon which the motion is based, the court shall fix
the nature and amoun’ of security, not to exeeed twenty-five
thousand dotlars ($25.000), to be furnished by the plaintiff for
reasonable expenses, including attorney's fees, which may be
incurred by the moving party and the eorporation in eonnee-
tion with such action, including expenses for which said cor-
poration may become lable pursuant to Section B30. A deter-
mination by the eourt that security either shall or shall not be



furnished or shall be farnished as to one or more defendants
and aot as to others, shall tol be deemed o determinution of
ANy GhE 07 MOt i8sTes I the action or of the merits thereof,
The corporation and the meving party shall hive recourse to
sueh serurity in such amonnt as the court shall determine non
the termination of vuck action. The smouni of surh seeurity
may ihersafrer from time W tine be Snersnsed or decreased
in the diseretion of the wourt upon showiag that the secarity
provided las or may Leecse dequate or 35 excessive, bt
sael ocder shalf not inevense the tofal ayount of speh spenritr

beyond twenty-fve theusand doilars (R25.00G . IT the eonrt,
upon any sueh netion, makes @ detérnination it reennty
shall be Tuvnished by the alainth oy fe any ohic oy worp da.
fondants, the wetion g all be diemiged ae to s defendant
or Jdefendants, unless the secur ¥ reqaired by the eeurt shall
huve been furnishesd within cuel regsenahle fime as may he
fixed by the court
It the pluintiff in a: o il elther Yefars or
after & motion 18 s pursuent foothis subdiivigiou, or wny
order or determination purssant io sneh HWOTHON, 1081 prond and
sufficient hond or bords i he o zgregite amount gf {arenty-five
thousund doliars ($25,000) to seeurc the ressonable exponses
of the parties entitled to make such motion, such plaintiff or
. plaintiffs ghall be decmed 1o have fully eomplied with the re-
quirements of this subdivision and with any order for security
- theretofore made pursuant hereto, any such-matiom then prnd-
ing shzll be deemed disposed of, and no further or additionatl
bond or other security shall he required,

L

CHAPTER 4. MANAGEMENT
Article 1. Directors and Officers Generally
§ 80l. Board of directors; title of the hoard and member of board

SQURCE:

Subdivision (&) 1is substantially the same ag part of Corp. Code
§ 9500 (nonprofit corperation)*; subdivision (b) is derived from
part of Corp. Code § 9300 (noaprofic corporation)*

4 nongrofin § 93500. 0ard of direclors; nowers; nuniber, Exeppbansg otier-
corporation wise provided by (e arik loe les P eoF Lo Dyl e
shall have a powers of a nonprolit corporation shall be exorcised, B proporty con-
board of di- trolled, and its affairs conductod Hy atssnpdepi-net ot
recbors and, | girewors the board of directors .

RXogQpt

4300 The artieles of ineorporation shall set farth .

fa} The name of the earparation,

(b} The specific and primary purposes for which it is
formed. This requirenient shall not be deemed to preclude a
statement of general purposes or powers or to rest rict the right
of the ecrporation to rRZage in any other lawful activity,

{e] That the corporution is organized pursoant to the Qen-
eral Nouprofit Corperation Law or pursuant to Purt 1 of Divi-
sion 2 of Title 1 of the Lorporationg Code,

{d} The connty in this state where the principg) office for
the transaction of the husiness of the earporation ie lecated,

“Sli.



{ej The names and addresses of three or more persons whe
are to act in the eaparity of dirreiors notil the selection of their
auccessors. These persous may be given such titles as are deemed
appropriate, but they shull be subject to all laws of this state
relating to directors except as otherwise provided in this part,
The number of persons so named constitutes the number of
directors ot the rorpovation, until changed by an amendment
to the artivles or, unless the artivles otherwise provide, by a
hylaw adopted by the members. However, the articles or, un-
less the artivles provide otherwise, a bylaw duly adopted by
the members, may state that the number of direstors shall be
ugt less than a stated mininiam (which in no case shall be Iess
than five} nor more than a stated maximam (which in 1o ease
shall exeeed such stated minimum by more than three); and in
the event that the articles or bylaws permit such an indefinite
number of directors: the exnct number of directors shall be
fixed. within the limits specified in the articles or byiaws, hy a
byTaw or amendmerct thereof duly adopted by the members or
by the board of direetors. In the svent the articles provide for
an indcfinite number of directors, unless the articles pravide
ntherwise, sueh indefinite number may be changed, or a defi-

- nite number fixed without provision for an indefinite number,
by & bylaw duly adopted by the members. .

(ft If an existing unincorporated asspeiation is being in-
eorporated; the name 6f the existing unineerporated associa-
tion.

COMPARABLE PROVISIONS:

Corp. Code § 800 (business corporation); N.Y. Not-for-Profit
Corporation Law § 701; Pa. Corperation Not-for-profit Code
§§ 7721, 7103. ("other body")*; ABA-ALI Model Non~Profit Cor-
poration Act § 17# ‘

§ 7721. Management by board ef directors

Unless otherwise provided in a bylaw adopted by the members,
the business and affairs of every nonprofit corporation shall be
managed by a board of dircctors. If any such provision is made
in the bylaws, the powers and duties conferred or imposcld upon
the board of directors by this subchapter shall be exercised or
performed to such extent and by such other body as shall be
provided in the bylaws.

§ 7103. Definitions

¥ X X ok K

“Other body.” A term employe ] in this part to denote a person
ot group, vlher than the board of directors or a committee thercof,
who pursuant 1o authority expres<ty conferred by this part may be
vested by the bylaws of the corporation with powers which, if not
vested by the bylaws in such person or group, would by this part
be required to be exercised by either:

(1) the membership of a corporation taken as a whole:

55



jlumber of

P2 vorvention ar as-omldy of delegates of memibers os-

Cpmarsusal tewy proviaton of th

(3% the Loavd of direet
Fxuep? as otlorwiee provided oot PR U LR ETORTRY S o HE R
tablish distinee seraoy s

HOUPE o exerviee ifferent nowers

which this past iuhorizes o corporation ta vest in an other Loy

directors

from Corp. Code §§ 230G{e), 9401€¢c), 2500, 10201(d)

{nonprofit corporation)®

i

2300, Reguired provinions

3 % ¥ X %

{¢* Thuv ien = of three ar mave persens who
are to net 1 the vapaeily of directors ot she seleetion of their
suceessors. These persens may be viven such titles as are deemed
anpropriate, but ihey shall ke subioet te alt laws of this state
relatig to dircetors exeept as otherwise provided in this part,
The nunbor of persens =0 named constitates the nmnher of
dirertars of tha cerporation. until shanped by an amendoient
to the wreticles or. andess the ertlces otherwise provide. by a
aylaw wilepted by the members, However, the articles or, un-
less the artivies provide orberwise. a bybow duly adepted by
tha members, may stawe sl the nnmber of dirertors shait be
ot less thay o stated noabmum Swhnd in no vase shiall be Jess
than five: nor more then wslated nuoximn Swhick in no case
AV exeved sach otaten dinimon by mare than threo) ; and in
the vvent thot e arteehos or bviows perisdt sush an indefinite
awnber o Jivecrers, the exaet naonber of direetors ¢ludl he
Hardo within the Bty speaified tu the articles or bylaws, by a

Bylaw or amendment thereo! auly adupted by the members or
¥ 3 A

rew piel niedvos

BH

e g 4%

;o by the bosrd of direcows, In the event 1 artieles provide for
oo e Prite rumber of direetars, unless the artivies provide

atherwise, saeh indefnts neater oy he <laneed ar o defi-
nite pumber fved without srevision for an tndefnite number,
by a byiw duly adorsted 1y ihe menthers,

§ 9401. Permissible provisions,
Ay # S 1 ¥ »

{c) Subject to any provisions in the artieles, the nuember, time
and manner of choosing, aqualilications, terms of oflice. ofticial desie-
riations, powers, duties, and compensation of the dircetors and other

officers,

§ 9500. mBoard of directors; powers; number. Fxeept as athor.
wise provided by the aricles of ineorporation or the bv-tiws, the
porvers of 2 nonpeeht corporation shall e exoerelsed, it propert ¥oo-
trofied, and its aaivs conducted by a baord of not less than three

direciors,
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§ 102017, Ardrles; required provisions.
# = * X K -~

{dr The mreober of trustecs, which shsil be not less than 9 nor
more {han 23; thelr e P wif fsﬂlfc which shiall not exeeod six years:

z and b they pee (o be choeen,

COMPARABLE PROVISIONS:

Corp. Code § 301 {businese curpokat*on) WY, Not-for-Profit
Corporation Law § 702: Pa. Corporation Hot-for-profit Code

§ 7723; ABA~ALI Model Non~-Profit Corporation act & iR

§ 803. Changing number of directors

SOURZE: :
Derived from N.Y. Not-for-Profit Corperation Law § 702%

3 702. Number of directors
(a) The number of directors constituting the entire board
shali be not less than three. Subieet to such lmitation, anch
number may be fixed by the by-laws or i the case of & corpora-
tion having members, by action of the members ar of the board
under the specific provisions of a by-law adopted by the mem-
bers. If not viherwiss fixed under this paragraph. the num-
her shall be three., As used in ihis article, “entire hoard"” means
the total number of directorz entitled to vote which the corpora-
tion would have if *here were no vacaneies,
| {h) The number of directors may he increased or decreasad
by amendmant of the bv-laws or, in the case of a corporation
having members, by uction of the members, or of the board un-
der the sperific provisions of a by-law adopted Ly the members,
gubject to the following limitations:

{1} ¥f the board is suthorized by the by-laws io change the
nomber of dirsctors, whether by amending the by-laws or by
taxing action under the specific provisions of a by-law adapted
by the members, such amendment or action shall require the
vote of a majority of the entire board.

(2) No decrease shall shorten the term of sny mcumbent di-

rector,
S,

COMPARABLE PROVISIONS:
Corp. Code §§ 9300, 9400 (nonprofit corporation); 301, 501 (busi-
ness corporation}; ABA~ALI Model Non-Profit Corporation Act § 18



§ 804. Qualifications for directors

SOURCE:
Derived in part from Pa. Corporation Not-for-profit Code § 7722%

§ 7722. Qualifications of directors

Each director shall be a natural person of full age who, unless
otherwise restricted in the bylaws, need not be a resident of this

ommonwealth or a member of the torporation. Except as other-
wise provided in this section, the qualifications of directors may
i-—-P-E prescrilied in the bylaws,

COMPARABLE PROVISIONS:

‘Corp. Code §§ 9401(c) (nonprofit corporation)*; 804 (business
corporation); N.Y. Not-for-Profit Corporation Law § 701;
ABA-ALI Model Non-Profit Corporation Act § 17

§ 9401. Permissible Provisions, |
H ¥ ¥ H# ¥

(c) Subject to any provisions in_the articles, the mimhoer, time
and mariner of ¢hoosing, qualifications, terms of office, official desig-
nations, powers, duties, and compensativn of the directors ang aother
officers. ;

§ 805, Term of directors

SOURCE: _
Derived from Corp. Code § 805 (business corporation)*; Pa.
Corporation Not-for-profit Code § 7724%

§ 805. 'Terms of office of directors, Directors named In the art-
cles shall hold office until the next annual meeting of shareholders

and until their successors are elected, either at an annual or a special
meeting of shareholders. Directors, other than those named in the
articles, shall hold office until the next annual meeting, unless the
articles provide for a shorter term, and until their successors are

elected.

punmen

§ 7724, Term of office of directors

Each director shall hold office until the expiration of the term for
which he was sclected and until his successor has been selected and
qualified or until his earlier death, resignation or removal,  Direc-
tors, other than those selecterdl by virtue of their office or former
office in the corporation or in any other entity or organization,
shall be sclected for the term of office provided in the bylaws, In
the absence of a provision fixing the term, it shall be one year.




COMPARABLE PROVISIONS:
Corp. Code § 9401(c) (nonprofit corporation)*; N.Y. Not-for-
Profit Corporation Law § 703; ABA~ALI Model Non-Profit Cor-

poration Act § 18

§ 9401, Permisible provisions,

(¢} Subject to any provisions in the articles, (. nurrher, time
and rmanner of choosing, gualilications, terms of oifiee cfhicial desigr
nations, powers, duties, and cempensation of the ditvetors and other
officers,

§ 806. Election of directors

SOURCE:
New

COMPARABLE PROVISIONS: ‘ .
Corp. Code §§ 2Z01*, 10202%; N.Y. Not-for-Profit Corporation

Law § 703*%; Pa. Corporation Not-for-profit Code § 7725; ABA~ALI
Model Non-Profit Corporation Act § 18 .. .

§ 2201. Business of annual meeling; proposals requiring special
nofice. At the annual meeting directors shall be elected, reports of
the afiairs of the corporation shall be considered, and any other busi-
ness may be transacted which is within the powers of the sharehnld-
ers, except that action shall not be taken on any of ihe following
proposals unless written notice of the general nature of the husiness
or proposal has been given az in case of g special mueeting, even
though notice of regular or annual meetings is otherwise dispensed
with:

{a) A proposal to sell, lease, convey, exchange, transfer, or
otherwise dispose of all or substantially all of the property or assets
of the cerporation exeept under Section 3900,

(b} A proposal to merge or consolidate with another corporation,
domestic or foreign.

{c} A proposal to reduce the stated capital of the corporation.

(d) A proposal to amend the articles, except to extend the termn
of the corparate existence.

{#) A proposal to wind up and dissolve the corporation.

(f} A proposal to adopt a plan of distribution of shares, securi-
ties, or any consideration other than money in the process of winding
up.

§ 10202. Selection of trustees. The articles of Incorparation
may provide that some or all of the frustees be chosen by specified
associations or corporations, or by afficers thereof, and by public
officials,

-5Q-



§ 703. Electior and term of office of directors; alternates

{a) A corpors ieate of freorpora-
tion or by-laws for directors 1 o sppointed at large,
or by spectal distvicls or mernshershir seeiions, or by virtue of
their office or former office i wie corporatich or ollier entity,
public or private, ar by hordholders pursuant to naragranh
(el of section GI6 (Bonds ond sceurtly interesis) voling us o
class, or any combinabicn therest,

ClE O

(b Dhrectors shall be elected ar sppoinied i the nmnuer bl G
tha term of office po
laws  The tern of of

beab o the cerDifivare of fneorporation o the by
st atrectors, other than these elecied or ag
pointed by virtue of their office or foemer of Gee in the corperition ar
aher enitty, public or peivate, shall ned exceed $lve veurs; and, if thp
board 15 classifid coder seetion T3 {Clussifiedtion af dirceiors;, saeh
torrn shall oot exeecd w nonber of ve el to fhe nwnbier of ciasses
into which the beard ts classifisd, [ the shaence of v provision fixing
the term, it shall be one year

{¢} Fach director shall hold affice until the exniration of the
term for which he is elecied or appointed, and uniil his sucecssor
has been elected or appointed and gualified,

{d) If the certificate of incorporation or hy-laws so provide,
# special district or membership section entitled to elect or ap-
point one or more directors may elect or appoint an alternate for
each such director., In thé absence of a director from a meeting
of the board, his aiternate may, upon written notice to the sec-
retary of the corporation, attend such meeting and exercise there-
in the rights, powers, and privileses of the absent director. When
50 exercising the rights, powers, and privileges of ihe absenrt di-
rector, such alternate shall be subject in all respects to the pre-
vigions of this chapter governing directors,

§ 807. Vacancies

SOURCE:

Derived from Corp. Code §§ 9502 tnonprofit corporation}*,
809.5 (business and nonprofit corporations)*; Pa. Corpora-
tion Not-for-profit Code § 7725(c)*

§ 9502. Filling vacancy in board. Unless otherwise provided in
the articles or by-laws, any vacancy in the board of directors caused
by death, resignation, or any disability shall be filled hy & majority

(=)

of the remaining members +hereof:fthough lcss {han & guorum %'a%s
and each person so selected shall be a director

to serve for the balance of the unexpired term
of his predecessor in office unless otherwise

restricted in the articles or tylaws
nnm

i

8 FliMing of yacancy by court

: : a corperation has no mem-
bers ather than the directors and alf the dfrectors reslgn, dle or becowme inrompeto
the superlor court of the county in which the principal office of the

A9 2 i b petition of a creditor
of the corporatlor orF of the persona representetive of a deceased director or of
the guardlun or conservalor of an lncompetent directorf A director 50

appointed need not be a member of the corporation.

i e



§ 7725, Selection of direciors

{c} Vacancies.— xcept as otherwise provided in the bylaws,
vacancies in the board of directors, including vacancies resulting
from an inereuse in the number of directors, shali be filled by a
majority of the rematuing members of the board though less than a
guarum, and cach person so clected shait be a director to serve for
the balarce of the unespired terra unless otherwise restricted in
the bylaws.

COMPARABLE PROVISIONS:
N.¥Y. Rot-for-Profit Corporation Law § 705; ABA-ALI Model
Non-Profit Corporation Act § 19

§ 808. Removal of directors

SOURCE : - '
Subdivision (a) is substantially the same as Corp. Code § 810
(business and nonprofit corporations}*; subdivisfon (b) is

derived from Corp. Code § 811 ({business and nonprofit corpora-
tions}*; subdivision {c) is new. :

pm———
| &8 810. memovat of board or director by shareholders; required
vote; election of new director at same meeting. The entiré board
of directors or any individual director may be removed from office
by a vole of & holders—holding—a—raiority—o o—g ppding
W shapesentitled to vote at an election of directors,
However, unless the entire board is removed, an individual di-]
rector shall not be removed if the number of shares voted against
the resclution for his removal exceeds the quotient arrived at when] ENTIRELY
the total number of outstanding shares entitled to vote is divided byj REWRITTEN
one plus the authorized nmumber of directors. If any or all directors
are so removed, new directors may be elected at the same meetingg
Whenever a class or series of shares is entitled to elect one or more
directors under authority granted by the articles, the provisions of] TO BE
this paragraph apply to the vote of that class or series and not to ADDED
the voie of the outstanding shares as a whole. _J

st
F'“"-
§ 811. Action to remove director; grounds for removal, The
superior court of the county where the principal office is located may,
at the suit of shareholders holding at least 10 percent of the niumber
of cutstanding shares with or without voting rights, remove from
office any director in case of fraudulent or dishonest acts Or gross
abuse of authority or diseretion with reference to the corporation,
and may bar from reclection any directnr so removed for a period

prescribed by the court. The corporation shall be made a party to
such actions.

beme
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§ 809,

COMPARABLE PROVISIONS:
N.Y. Hot-for-Profis Lorporatien Law § 705%; pa, Corporation
Not-for-profit Code § 7726

& 706, Removal of directom

fa Eweepd as lmdwed o raragraph {2}, any or all of the di-
rectics may be remiived for eanse Ly vile of the members, or
b wule of the diveciors providad there is a quorum of not Jess
than a majority preseni at the mecting of directors at which
such action iz “alen,

(b} Except as Umited in baragraph (c}, if the certificate nf
incorporation or the by-laws so provide, any or all of the di
rectors may be removed without eause by vote of the members,

{c) The removal of direstors, with or without cause, of pro-
vided in paragraphs (a) and (b) ig subject o the following:

(1} In the case of a corporation baving cumalative voting, no
director may be removed when the votes cast against his re-
moval would be sufficient to elect him if voted cumaulatively at
an election at which the same total number of votes were cast
and the entire bpard, or the entire clasz of directors of which he
is 4 member, were then being elected: and

(£) When by the provisions of the certificate of incorpora-
tiont or the by-laws the members of any class or group, or the
holders of bonds, voting as a ciass, are entitled to elect one or
‘more directors, any director so elected may be removed only
by the applicable vote of the members of that class or group, or
the holders of auch bonds, voting as a class,

{d) An action to procure g Judgment removing a director for
cause may be brought by the attorney-general or by ten percent
of the membars whether or not entitled to vote. The court may
bar from re-election any director 80 removed for a period fixed
by the court,

Meetings of board; call

SOURCE:
Derived from Corp. Code § 812 (business and nonprofit corpora-

tiona)*

- ide
. tings of hoard; eall, Unless the by-laws provi
gth?rlmz‘se a%foz‘;mee%;ﬁgs of the'baard of directors of a corporation

shall be called by the president, or, if he is absent_ or is unable or

refuses to act, by any vice president or by any two directors,
COMPARABLE PROVISIONS: )
Corp. Code § 9401(a) (ronprofit corporation)*; N.Y. Not-for
Profilt Corporation Law § 710

\",’ 9401. Permissible prut'ihinps. 7’?
& ¥ 2 XK
{ay The time, piace, and manner of calling, piving notice of, and
conducting recuiar and specind mectnes of members or duje‘{‘l{;t'&;,
which may be helt outside the St The hydaws Ny disfaetme
with notice of all regular members” and threctors’ mec tres,

0~



§ 8i0.

Neotlece of neeting: adjcurned meetlrg

SOURCE:
Corp. Code § 813 (business and nonpveiil corgorations) (same
in substance)*

prasmaree=~
§ 813. Potin of meeting; adivwraed mecotipg. Fxcent In the

case of reguwlar meetings notice of whirh bas been dispensed with by
the hy-laws, writien notice of the time and piace of the meetings of

the board of Girectors Snall b Gelveren personally To each Jiteotor,
or sent to each girector by mail or by other form of writlen com-

munication, at least seven (7} duys before the meeting unless the &rticles or

hy-laws provide otherwisc. if ithe address of a direcior is not shown
on the records and is not readily ascertainnble, notice shall be ad-
dressed to him at the city or place in which the meetings of the di-
rectors are regularly heid  Notice of the time and place of holding
an adjourned meeting of 2 meeting need not be given to ahsent di-
rectors if the time and place sre fixed st the meeting adjourned.

-

COMPARABLE PROVISIONS:

Corp. Code § 9401(a) (nonprofit corpeorations)*; N.Y. Not-for-
Frofit Corporatlon Law § 71l*; Pa.” Corporatfof Not~for-profit
Code § 7704; ABA-ALI Model Non-Profit Corporation Act § 27

§ 9401, Permissible provisions, -
» e X e A
{a} The time, place, and manner of calling, givieg netice af, and
conduciing regulie and spocial meetings ol reanbers or girectonm,
which miy be held cutside the State, The Ly-iowvs noy disperec
with notice of all remdar members’ and diroctory mectings.

§ 711. Noficeot meetings of the board

(a) Unless otherwise provided by the by-liws, reguiar meel
ings of the board mayv be held without notice if the time and
nlace of such meetings are {ived hy the by-laws or the board.
Special meetings of the board shull be held unon rotice to the
directiors.

(b) The by-laws may preseribe what shall constitute notice
of meeting of the board. A notice, or waiver of notice, need not
specify the purpose of any regular or special meeting of the
board, unless required by the by-laws.

{¢} Notice of a meeting need not be given to anv alternate di-
rector, noxr to any director who submits a signed waiver of notice
whether before or after the meeting, or who atiends the meetin I3
withoul protesting, prior therets or at its commencement, the
lack of notice to him.

{d) A majority of the directors present, whether or not a
quorum i3 present, may adjourn sny meeting to another time
and place. If the by-laws so provide, notice of any adjournment
of a meeting of the hoard to another time or place shall be given
to the directors who were not present at the time of the adjourn-
ment and, unless such time and place are announced at the meet-
ing, to the olher directors,
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§ 811. Validation of meeting defectively called or noticed

SOURCE:
Corp. Code § 814 (business and nonprofit sorporations) (same
in substance)*

§ 814. wvalidadon o ineetiug defectively cslled or notleed; walv-
ar, consent, spproval of minvies. The transactions of any mecting
of the board of directors, however called snd noticed or wherever
held, are as valid as though hed-st 8 meeting duly held after reg- (t?r'ansacted
ular call and notice, if & guorum is present and if, either before or
after the meeting, each of the directors not present sipns a written
waiver of notice, a consent to holding the meeting, or an approval
of the minutes thereof. Al such waivers, consents, or approvals
shall be filed with the corporate records or made a part of the min-

1 utes of the meeting,

COMPARABLE PROVIRIONS: . :

N.Y. Not-for-Profit Corporation Law § 71l; Pa, Corporation Not~
for-profit Code § 7706; ABA-ALI Model Non-Profit Corporation
Act § 22

§ 812. Place of meeting

SOURCE:
Subdivision (a) is the same in substance as Corp. Code § 815
(business and nonprofit corporations)}*; subdivision (k) 1is new.

§ 815. Place of meeting. Regular meetings of the board of di-
rectors shall be held at any place within or without the State which
has been designated by the by-laws or from time to time by resolu-
tion of the board or by written consent of all members of the board,
In the absence of stuch dosignation regular meetings shall be held at
the principal office of the coyporation. Special meetings of the board
may be held either at a place so designated or at the principal of-

fice. Any regular or speciazl meeting is valid wherever held, if held
upon written consent of ail members of the board given cither before r similgr
or after the meetfing and filed with the secrctaryﬁof the corporation, officer

COMPARABLE PROVISIONS:

Corp., Code § 9401(a); N.Y. Not-for-Profit Corporation Law § 710;
Pa., Corporation Not~for-profit Code § 7705; ABA-ALI Model Non-
Profit Corporation Act § 22

wBlie



§ 813. Quorum of board

SO0URCE:
Corp. Code § 816 (business and nonprofit corporations) (same in
substance)*

816. A majority of the authorized nomber of directors constitutes

' & quorum of the board for the transaction ob-business|unless the!
=Aarticles or bylaws provide that a different number, which in 1o case
shall be less than one-third the authorized rumber of directors, nor

The ) less than two. constitutes a gquorum, erdese-the,authorized namber of
directors is one, in vwhich Zase one director constitites a QUOTLLA,

COMPARABLE PROVISIONS:
.Y, Bot-for-Profit Corporation Law £ 707; Pa. Corporation Not-

for-profit Code § 7727; ABA-ALY Model Non-Profit Corperation Act

§ 20

§ 8l4. Effect of majority vote of quorum at board meeting; conference

telephone o .. _ _—

SOURCE;

Subdivision (a) is the same as Corp. Code § 817 (business and
nonprofit corporations)¥*; subdivision (b) 1s derived from Pa,
Corporation Not-for-profit Code § 7709.%

laws require 3 greater number.

| B

§ 7709. wse of conference telephone and similar equipment
One or more persons may patlicipate in o mecting of the board,

or of an other hody, ar of the members by means of conference

teleplhione or similar communications equipment by means of which

alt persons participating in the meeting can hear each other. Par-

ticipation in a mecting pursuant to this sectiorn shall constitute

presence in perscn at such mecting.

m—

COMPARAELE PROVISIONS: ‘
N.¥Y. Not-for-Profit Corporation Law § 708; Pa. Corporation Not-
for-profit Code § 7727; ARA-ALT Model Non~Profit Corporation

Act § 20

arfairs /

§ 817. Effect of majority vote of quorum at board meeting.
Every act or decision done or made by & majority of the directors
present at & meeting duly held at which a quorum is present is the
act of the board of directors, unless the law, the articles, or the by~

of the cora
orationtg




§ 815, Adjourament of meeting for lacis of gquurum

SOURCE:
Corp. Code § 318 (business and nonpreofit corperations) (same)*

{’; 818. Adjouyrnment of wmeeting for lack of gquorum.  In the
abeonice of @ quevim 2 Siaderty ol e ditedlors present may adioven
from time fo time unbil the time ] for the next regulin nweting
of the hourd,

§ 815.5. Provisional director

SOURCE:
Corp. Code § 819 {(business and nonprofit corporatiors}{sub-
stantislly the same)*

r 3 819. Provisienal #irestor

{a} It & corporation has an vven sumber of direetors whe are cauakly divided nod
Cannot Agree ad to the monagement of Its affalrs, so that s baxiness enapot longer
be condncted o advantzge or 60 thuet there s daneer that jtr property wied isd ness ENTmELY
will be Impajred aud lnst, the sunerlor court of the countly whese the proncipe. of-
flee of the curperation 18 located may, nutwithstanding any previszions of the arti- REWRTITTEN
clex or bylaws of the eorporation amd whether or ner an actioh iy pending for an
fnvoluntary winding up or dissolutinn of the COrjration, xpiwing & provisional di-
rector parsuant te this sectlon.

Actlon for soch appointment may be flled by * ¢ % gany direcior or by the

holders of not less than 3314 pereetit of the outstanding shares, e
(b The provisional irector shall be Ao hmpartinl pergon, who s peither a share-

{ member

hﬂﬂerﬂ a_crediter of the ecorporation, nor related by consanguinity or affinity
within the third depted to any of tow olber Girectora of Lie corporation, or to any
tudge of the court by which he !s appointed. The provisfonal director shall have
all the rights and powers of & stlrector, und shall be entitled to notice of the meet-
fogs of the board of dicoctors akd o vofe st much meatings, untit the desdiock
in the board of directors {8 hroken or until he is removed hy order of the court
or hy vote o written consen! of MMMMM&%W% ma j orj_t,r
He shall be eatitled to receive suck romponsation a4 may be sgreed upon between :f the mem-
Ekim and the enrporation, sbd o the abscnce of such sgrecment he-nhatt-heeotitied

- {6-sueh- compenmtiou-ew-shall be fived by the contt. baprs enti-

This scelions doed no: apply te ~ovporatioos sebject to the Bsnking Law, the tled to vote.
Publle Utilitien Act, vr the Savings and Lono Associntion Law,

§ 816. Action by beard without meeting

SOURCE:
Corp. Code § 9503.1 (nonprofit corporatiorn) (same in substance)*

5 8504.1  Actlan by board withosl meeting
if the articles sfeddwmptmerbrnr o DyLows se provide, any aetion vegquieed or per-

ralited 10 be taken by the board of divevters under any peovistan of tus division
ay D teken wildoont i neeting if ail metalsers: of (b bosrd shall imdivituaily or

collectively eoasent fn oweiting to sueh aetios, wm-hA»\'l'itrl'a‘j colisent oor eonsekts _13;12
shakt be filxl wirh the minutes of the proceciings of (he OodEAE . Suel @tion iy

written comsent -ﬁﬁn&-}—h«w&ﬁl]uz sine Joree gl ¢fTecr as oo andninons vete of suced has
directors,  Any. certificate or othier dinsmient g ameler ahly g i=inn of  (HEs Lo

divisian which relates tooaction so (ahen shatl state that the acticn was tuken Ly
Erg ey written donseui of the bosrd of dircetors without s mecting, and that
the artleles of fncorporation or hybews, us the case may v, suthotize the directors
k to so oucet, nml such st utffilll-rwm}l‘prirz.:! Tucie evidenos of such aud hority. iz
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§ 817.

Duty to act in good faith with ordiasry skill

SOURCE:
Berived

1o e

from ¥.Y., Not~for-¥Frofit Corporation Law § 717%

§ T1V. Duty ol directors and afficers

(3} Directors and officors shall discharge the duties of their
respective positions in good faith and with that degree of dili-
gence, care and skill which ordinarily prudent men would exoer-
eise nnder similar eircumstances in like positions,

(b} In disecharging their duties, directors snd officers, when
acting in good faith, may rely upen financial statements of the
corpoeration represented to them to be correct hy the president
or the officer of the corperation naving charge of its books of
accounts, or stated in a written repoxt by an independent public
or certified public accountant or firm of such accountants {airly
to reflect the financial condition of such corporation.

COMPARABLE PROVISIONS: .
Corp. Code §§ 820, 829 (business and nonprofit corporations)*
Pa. Corporation Hot-for-profit Code § 7734

§ 820. Duty to aci in good faith; effect of personal financial in-
terest or common directorship. Directors and officers shall exercise

their powers in good faith, and with a view to the interests of the
corporation. No contract or other transaction between a corporation

and one or more of its directors, or between & corporation and any
corparation, firm, or association in which one or more of its direc-
tors are directors or are financially interested, is either void or void-
able because such director or directors are present at the meeting
of the board of directors or a coinmittee thereof which authorizes or
approves the confract or transaction, or because his or their votes
are counted fnr such purpose, if the circumstances specified in any
of the ivliowing sabcivisions exist:

{2) The fact of the cornmon directorship or financial interest is
disclosed or known o the board of directors or commitiee and noted
in the minutes, and the board or committee authorizes, approves, or
ratifies the contract or transaction in good faith by a vote sufficient
for the purpose without counting the vote or votes of such director
or directors,

(b} The fact of the common directorship or financial interest is
disclosed or known to the shareholders, and they approve or ratify
the contract or transaction In good faith by a majority vote or writ-
ten consent of sharenoclders entitied o vote,

(¢} The contract or transaction is just and reasonable as to the
corporation at the time it Is authorized or approved,

Common or mterested directors may be counted in determining
the presence of a guorum at a meeting of the board of directors or &
committes thereof which authorizes, approves, or ratifies a contract or
transaction,
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§ 818. Interested diracrors ane officors: guorum

SOURCE:
Derived Irca Corp. Jede § b2(f (husiness ond nouprofit corpera-
tiona)*

§ B2, ooy iieetin goed fusib: effech of perienal fnaneist in-
terest or commien directorshiin, Direc ors o offcers shiall exorcise
thair powers in goud faita, end-with a view ic the interests of the
_~—=""gorporaticn. No contract or other transaction between a corparation
and one or more of its direciors, or between a corporation and any
corporation, firm, or association in which one or more of its direc-
tors are directors. or are financially interested, is either void or void-
able because such dircctor or directors are present at the meeting
of the board of directors or a commitiee thereof which authorizes or
approves the contract or transaction, or because his or their votes
are counted for such pucpose, ;f the circwmstances specified in any
of the following subdivisions exist

(a} The fact of the common directorship or financial interest is
disclosed or known to the board of directors or committee and noted
in the minutes, and the board or cominittee authorizes, approves, or
ratifies the contract or transaction in good faith by a vote sufficient
for the purpose without counting the vote or votes of such director
or directors,

(b} The fact of the common directorship or financial interest is
disclosed or known to the shareholders, and they approve or ratify
the contract or transaction in good faith by a majority vote or writ-
ten consent of shareholders entitled 1o vote,

{e) The contract or transaction is just angd reascnable as to the
corporation at the Uime it is authorized or approved.

Coramon or interested direciors may be counted in determining
the presence of a quorum at a meeting of the board of directors or a
commiitee thereof which authorizes, approves, or ratifies & contract or
transaction.
COMPARABLE PROVISIONS:
N.Y. Not-for-Profit {orporation Law § 715%; Pa, Corporation
Not-for-profit Code § 7728

§ 7T1B. Interested directors and officers

(a) No contract or other transaction between corporation
and one or more of its directors or officers, or between & cor-
poration and any other corporation, ®irm, asseciation or olher
entily in which one or more of its directors or officers are di-
rectors or officers, or have a substantial financial interest, shall
be either void or voidable for this reason alone or by reason

~5E-
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s ra skeh Jdirector’s or officor’s
iriberest In saen vonicact ar transaction and as to ony such com-
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in good faith or bunewn to Do omiembers entitled {o vote thereo

i¥ any, and ;-...«ck-: eunirget or irensaction iv authovized by vote
of sueh medibers,

{2y 1f ihe matesial facts

(b} If such good faith disclosure of the material facts as to
the director’s or officer’s interest in the contract or transac-
tion and as {o apy such common directorship, officership or Zi-
nancial interest, is made to the directors of members, or known
to the board or committee or snembers a.ut.honzmg such contract
or transaction, as provided in parzgraph (s}, the contract or
transaction may oot be avoided by the corporation for the rea-
sons set forth in paragraph {a}. 1f there was no such dizclosure
nr xnowledge, or if the vote of such interested director or offi-
cer was neccssary for the apthorization of such contraet or
transaction at a meeting of ths hoard or committee at which it
was authorizad, the corperation may avoid the contract or trans-
action nnlezs the party or parties thereto zhall establiish affirm-
atively that the contract or trunsaction was fair and reasonable
53 to the corporation et {ie time it was authorized by the board,
4 cornmities or the members.

(3 Common or interested dirzetors may he cnunted in de-
termining the preseres of a quorum at 5 meeting of the board
ar of a committes which authorizes such contraet or iransac-
tion.

id) The certificate of incorporailon may contain additional
restrielions on roniracts or transactiony beiween a cornoration
snd its divectora or officers or osther persons and may provide
that coniracts or “ransaciinng in -~iolation of soch restrictions
shall be vold or voidable,

{8) Unless otherwise provided in the certificale of incorpnta-
tion or the b -laws, the bosrd shill have puthority to fix the
compensation of directors for services in any capacily.

(i The wg o saleries of officsra, ¥ not done in or purspant to
the by-Jaws, sbhall veamire che wffirmetive veie of o majsrity of the en-
tire: hoard unless o higher proporiion 18 328 by the esrtificate of incor-
paration or hy-lews.



§ 819,

§ 820.

Qfficers

SOURCE:

Subcivision (a} ig new: subdivision (b) is 4
£ 2 is devived £ 1.Y.
Not-for-Profit Corporation Law § 713(e)* rom L

f §?13. Officers
,.;’{k

. ES ¥ - K
{e} AD officers as betwesr thomselves and the zoxiporatiﬁn
siall have such suthority and perform such duties ia tha man-
azement of the corporation a3 may be provided in tha by-laws
or, to the extent nol so provided, by the board., The board may
vequire any officer to give securify {ur the faithful performance
of hig daties.

COMPARARLE PROVISIONS:
Corp. Code § 221 (business and nonprofit corporations)*; Pa,
Corporation Rot-for-profit Code § 7732

§ 821. Corporate officers; selection; delegation of powers. Ev-
ery cnrporafion ghall have a president; a vice president, a secretary,
and a treasurer, who shail be chosen by the board of directors. A
corporation may have cuch other officers as may be deemed expedi-
ent, who shall be chosen in such manner and hold their offices for
such terms as may be prescribed by the by-laws. Any tweo or more
offices, except those of president and secretary, may be held by the
same Persorl
Any vice president, assistant treasurer, or assistant §ecretary,
i respectively, may exercise any of the powers of the president, the
treasurer, or the secretary, respectively, as provided in the by-laws or
directed by the board of directors, and shall perform such other
duiies as are imposed upon him Ty the by-laws or the board of di-

rectors.

Removal of officers

SOURCE:

Subdivision {a) 1z derived from Pa. Corporatiom Hot-for-profit
Code § 7733%; subdivision (b) is derived from N.Y. Not~for-—
Profit Corporation Law § 714(c)*.

-
§ 7733. Removal of oificers and agents

Unless atherwise provided in the bylaws any officer or agent may
he removed by the Leard of directors or other body whenever in its
judgrment the best interests of the corporation will be served there-
b, but such remeval shail be without prejudice to the contract
rirhis of any person so ramoved.
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(o0 Anoaction Lo procure pojudrieert removing an officer for
cause may be brovebt Ly the stiorney-genersl by any director,
by ten peroent o the mewlers, w hether op not entitled to wvote,
or by the nolders of fan serce * of the Tace vabie of the out;
starding enpizal corbivicates, subvention cevitficates or bomds
H mu{u, vebing richis, Vhe court may bar from re-edection or re-
spposntment any <fticer so verjoved for a period fived Ly the
eourt,
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COMPARABLE PROVISIONS:
ABA=~ALL Model Men-~Profit Corperation Act § 24

§ 821, Executive committees

SOURCE:

Derived from N.Y. Not-for-Profit Corporation Law § 712%

AR o
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§ 712. Executive committes and other committees

{a3 If the certificate of incorporation or the by-laws so pro-
vide, the board, by ressiution adopted by a majority of the entire
board, may designate from among its members an executive
committee and other standing committees, each consisting of
three or more directors, and each of which, to the extent pro-
vided in the resolution or in the certificate of incorporation or
hy-laws, shall have all the authority of the board, except that no
such committee shall have authority as to the following mat-
ters:

(1} The submiszion to members of any action requiring mem-
bers’ approvai under this chapter,
¢2y The filling of vacancies in the board of directors or in

any committee,

i3} The fixing of compensation of the directors for serving on
the board or on any committee,

(4} The amendment or repeal of the by-laws or the adoption
of new by-laws,

(5} The amendment or repeal of any resclution of the board
which by its terms shall not be so amendabie or repealable.

{b) The board may designate one or more directors as alter-
nate members of any standing committee, who may replace any
abzent member or members at any meeting of such commit-
tee,

(¢} The byv-laws may provide Jor special cominittees of the
board, or may autherize the Loard to create such special com-
mittees a5 may be deemsd desirable. Unless otherwise provided
in the hy-laws, tha rnpmb&rs af such committees shall be appeint-
ed by ihe chairman f the hoard ar the president of the cor-
poration if there ia no chairman of the board, with the consent
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of the hoard. Special committees shall Fave only the powsrs

have powers: whicn are nof awthorize

e zozrd god 1 no case shall
fred] yor stonding commiitees

walfiernily Teie sated o e Uy

under this cection,

{4} Fach eommitiee of uhe board anail serve ai the pleasure

of the boerd, The2 designat.«n of any g1ch commitiec and the
delegaion thereww of antosity shall not ainee relieve any di-
rector ol Gin duty to the eorpocelion ander section 717 (Duty of

directors and cfficera)

huard, whather ameatad by the b
mittees of the eorporation. Sl !
pointed in the same manier w of firers ol the

fey Commitiees, other han siradog or speria! commiliees of the
it o by the mewhers, Shull he o
tees iy e eleetmioor e
¢ corngrailon Priiisians

of thig chapter apphieabie 10 oflicers generally shall apply 1o menbers
of savh ecmuitices,

COMPARABLLE TROVISIOKS:
Corp. Code §% 2401{d){nonprofit corpsrationi®, 52 (business
and nonprofit corperationa}®; ABA-ALI Model Non-Profit Corpora-

tiocn Act § 21

Loans to o

S0URCE:

£f

L

N 940,  Permissible provisions, -

{d) The appeintment and authority of exectutive or ather com-
mitiees of thie board of dircclors.

$§ 822;7 Executive and other commitles of board; delegation of
pewers. The by-luws may previde far the appoiniment by the board
of directors of an executive committoe and cther committees and may
autharize the board te delecate {o the executive committee any bf
the‘ powers and authority of the board in the management of the
Bbusiness and afalrs of the carporaiion, eXcept the power to declare
dividiends and 1o adopt, 2moend, or repeal by-laws. The executive
committee shalt be composed of two ur more directors,

scers and dircctors

N.Y. Not-for-Frofit Covpnration vaw T TiH*

oot

8 718, Loans 1o divectore ang officers

No daam, othier then toangh the poschase of bonde dehontures, oo
cilstererniy soid o publie offergs, or

sivdisr oblizatins of the v
through ordingry depasit of fonds o bank, sFeil b owmdde by a eor
poratinn te Qs slirectors ur oilieers, or to sny other corporstion, firm,
assorinlion or other eatity i wideh one or wors of s dinec tors or of 13-
cers are directnrs or ofhieery or hold o substantial finaneiel interest, ex
cepi 2 loan by one type B carpatabon o suother fype B sorpneation, A
losn made in victaticon of this section chall be a violatem of the doty
to the cerporation of ithe direstors v efficers acthorizing i or par
ticipating in if, bat the oblization of the bercower with respect to the
oan shall not be nfiveted rherehy,
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§ 823.

COMPARABLE PROVISTONG :
Corp. Codz § B23%: aAn:

Ardbhl Lo Vods LU o Tregsdy Corparvailen Act § 27

A eorpesr s sl suy loan of meney
i i i 1l oany director
Piorplriiiag, say dhirecior or oficer of wny of
s 8 any Jieeetor - offiesr of any of itg
vetions, diresily or ipdirectle. op 141 any per
EY, Vpon e secarity of ke snares of che sorpasation or the
shar= of smy of ity holding eOTROrEiens or the shares of
subisiligry eorpor i cpd by fue Yot ov Yriiren enasent
i the holders of tvothids o - be shares of ail elagses, recard.
less of limiations en Yol rignia, ofhos than shares held hy
the benrdited drector, olficer, or sharehoidey.
() 11 a loan or guarsat. is mady in vielation of sabdivision
fal. e dirvctor or oMvers who - tihorza o assent tn 3l are
joinity and severelly Jiable 4o (he CUrnUIEIHT B8 gunrALloss
tor the repuyment ur rnoan the sum or valae loswed, wi
intereet thoreon at the ra‘e of © poreeut n year uatil ;
for any lahility upon (be 2o SRR
Auy offieer or direelor Leld : ander this sabdivision
who satisfies any such labitity is entited to contribution from
any other officer or direstor who partivipates in cuthorizing,
making, or allowine the insn or goaranty, and shall be sub-
rogated fo any asd all righia of the sofnorstion apainst the
borrower or prineipal oblizor. T
{2} The provisions of this szutive de not apply to banks,
tnildivg and losn ascocistions, industriat lonn coIRpantes, or
credit nuions, o to loans made in, or for the benefit of, an
entployae for the puroose of pevipg premivms on a Hife insur-
give policy ou the [ife of suel o veee, ar o joand vermitted
nrder g statite rewlating o s sal cloees of COrpOTEiiong.
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Action ageinst divectors sod afi

SCURCE: |
Dertved from N.Y. Hor-Tou-Trelil uooperstion Ghew § o720

g 730, Uebmreinyn 280Y offieers for misconduct
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or pifisers
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to otiers, loss or

(B} The scquisitics vy homaelf, . :
wasie nf eerporats nssats dve o apy negtoct of, or faiiure to per-

form, or other viclation of Lis gt
(2 To set azide pn uniaseful conveyonce, issignment or trans.
ier of corporats nsseds, wwheve the trensferes kpeor of its unlaw-

futness.

i3 To enjuin » propoged unlaw. i conveyanee, assignment or
transfer of corporate assets, where thare are reasonable grounds
for helief tnat is wili ba pade,

T e
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{b} An action may be brought for the relief provided in this
4 aectionl and is saragraph fa) of saction 719 (Ldabilities of di-
rectors in certain eases) by the attorney general, by the corpora-
tion, or, in ihe right of the corporation, by any of the follow-
ing:
é (1) A director or officer of the corporation.
(2) A receiver, trustee in Lankruptey, or judgment credi-
tor thereot,
(3) Under seroon 623 (Members' derivative action broughi
in the rishi of the corporation io procure a jodgment in its
favors, by ot opr mere of the merabers thereof.

.

(43 1 the certifionte of incovperation o the by-laws so pro-
ide, v any hebler of a rabvention cectificate or any nther con-

v
tributor o ke rorporoiion o0 cashoor prorerty of the value of
31,08 ot mminre.

fg) Tn a corparetion having, e swmember, an action mey be broughi
by & dimeior spsinst thiré narlies le obluin o jigment in Javer of
the corporaticn. The compleint shell sei forth with particuarity the
efforts of the plaintiif o sccure the initiaiion of such sction hy the
bosrd or the resson for nol making such efferts. The court in its
diseretion shal! determine whother it is in the interesi of the rorpora.
tion thet the action be maintained, end if the action is sucecessfal in
whole or i part, what reimbursement it sng should be made out of
the sorporate treasury to the plaintili for bis reasonable expenses in-
rluding attoruey’'s fees, inenrred in the prosecation of the action,

COMPARABLE FROVISIONS:
Corp. Code § 826 (business corporation}*

§ 326.  Actions to enforee liability nnd recover Hlegal payments.
Any ome or morn Judgment eroditors of the corporation whoée debts
or claims arosa prior to the time of violation of Seetion 824 mayv sue
thaoe oyl s and any or all of its directors in one action and re-
cover Judoment for the amount due them from the ecorporation
agrinst amy or ali of the divertors guilty of the violation up to the
amount of the aniowdil dividends, purcoase price, withdrawal, or
other adedvibntion.  Aa action against such directors for any such
viclatlon may be hiviesht by the cornoration or by #Hs roceiver, liae
ubinior, or iritee in banisuptey, for the bonedlf of all such Cr ‘djir):‘;:,
lvdders, without the neces<ity of any
wil agest the covporation, for the rocovery of the

ine anlawiul dividends, purchase price, swithdeawal, or
vibutionn zs fur as needed Lo satisfy such deb!s and liabil-
tics and the fall ameunt of loss sustairesd by suchc sharelolders,

owiters of shores, and share

Jricy
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§ 824,

Liability of directors

SOURCE:
Derived from K.Y. Hot-for-Profit Corporation Law § 719*

e

§ 719, tiability of cirectors in ceriain cases

{a) Direetors of o eorporstion who vete for oy concur in any
nf the following corporats actionz shail Le jointly and severai-
v lishis to ille corporation for the benefit of ifs creditors or
members or ihe uitimate bensficlarios of its sclivities, to the ex-
tent of any injary suffured by surh persons, respectively, as a
result of such action, or. if there he ne creditors or members or
uitimate bensfiviaries so inimod, to the carporation, to the ex-
tens Py sl Tored by e corporation as a reaalt of such

oAy

aefiea:

£ir Tha weird

rienihevs, flireelors oF officesn

~ cusit or preperty o
. ather than a distmbution ner-
mitled under soebon 515 (Ihovidends probibifed; certain distri-
Sptions of cask or aperty autlariz

i J .

(23 The redemption of cupital cortificates, subventivil eer-
vitieaten we Losds -t the oxtent such redénibiion is contrary i
Lo provisions of <ection 300 {Alesber’s copital contributions],
section BOT (Sabventions):. ol section 866 (Bonds and security
interests ) )

{0y The pavment of & 7

cd or candineent periedic suni to the
e lifiestes ar of interest to the holders
Lo tae exient such payment is contravy
o Lo pros intons of sectionn

ladaters of sabiverdon

Go benclieiaries of one

a0l o seciten G06.

(1) The distvibgt on of assels afier dissoiution of the eorpora-
tion i violslion of sectien 1003 (Procedure after dizsolution;
ov without paying or adequately providing for all known liabili-
ties of the corporation, excluding any claims not filed by credi-
tors within the time limit set in 2 notice given to creditors un-
der articies 10 (Nonjudicial dissclution}® or 11 (Judicial disso-
Liition)=.

(5} The making of anv lvan eontrary to zection 716 {Loans to
directors and officers).

(i) A director who iz present al a meeting of the board, or
anyv committee thereef, at which action specified in paragraph
{a) is taken shail be presumed to liave concurred in the action
unless his dissent thereto shall be ertered in the minutes of the
meeting, or unless he shall submit his written dissent to the per-
son acting as the secretary of the meeting before the adjourn-
ment thereof, or shall deliver or send by registered mail such
dissent to the secretary of the corporation promptly after the
adjournment of the meeting. Such right to dissent shali not
apply to a director who voted in favor of such action. A di-
rector who is absent from a meeting of the board, or any com-
mittee thereof, at which such action is taken shall be presumed
to have concurred in the action unless he shall deliver or send by

~75-
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registered mail his dissent therein o the secretary of the cor-
peraton or shall cause such dissent to be filed with the minutes
of the proceedings of the snard op committee within 3 reasonaine
time after learning of sucn aetion,

(v} Any director agains, whorm a olalm s suscessfully asserted
under thiz section shail be entitied to contribulion from the othor
direciurs whe voied jor or cenciirred nothe achion wpon which
the claim is asserted,

(d} Dhrector: aguitet whon s olaim iz snecesstully asserted
under this seetion shall be entizled, fo the axter® o7 the amonnts
paid by thert <o the e povat:on as o oeesult of sueh clains:

{1} Upon reismbursement to the cerperation of any smount of
an imprepar distribution of the covporation’s cash or properfy,
to be subrogsted (o the rights of tha cerporalion sgainst mem-
here, directors or ¢ fizer: who recgived cuch disiribetion with
knowledge of facls Indicating that 11 was not authoriged by thia
chapter, in proportion %o the amounts received by them respec-
tively,

{2} Upon, reimbursement to th_e__cr,irporation of an amount
represénting an improper redemption of a capital certificate,
subvention or bond, to have the corporation rescind such im-

proper redemption and recover the amount paid, for their bene-
fit but at their expense, from any member or holder who re-
ceived such payment with knowledge of facts indicating that
such redemption by the corsoration was not authorized by this

chapter.

{3} Upon reimbursement to the corporation of an amount
represeniing all or part of an improper payment of a fixed or
eontingent periodic sum to the holder of a subvention certifi-
cate, or of interest to the holder or beneficiary of a bond, to have
the corporation recover the amount so paid, for their benefit
but at their expense, from any holder o keneficiary who re-
ceived such payineut with kpowledga of facts indicating that
such payment by the corporation was not authorized by this
chapter.

(4} Upon pavment to the corporation of the claim of the at-
torney gencral or of any creditor by reason of a viclation of sub-
paragraph {(a) (1), to be subrogated to the rights of the cor-
poration againzt any person who received an improper distribu-
tion of assets.

{5} Tipon reimbursement to the corporation of the amount of
any loan made contrary io section 718 {ELoans to direclors and
officers), to be subrogated to the rights of the eorporation
against a director or officer who received the improper loan,

(e) A director or officer shall not be liable under this seciion
if, in the circumstancss, he discharged his daty to the corpora-
tion under section 717 {Duly of directors and officers;.

(f} This gection shall not affect any lighility otherwise im-
posed by law upon any director or officer,



COMPARABLE PROVISIONS:

Corp. Sode §% 823, 825, M [y cursovacion

§ 823. False report, statement, ov entry: oiwil idaRiidly

SOURCE:

Perived from Corp. Lode ¢ 0L
f"”g 34 }_&? Halse report, sigiemend, or snbr; elvil lability., Any
officers,” directors, smpiovers, or agets of o o rporation whe do any
of ibe following are lable jointl, and sevst ally lor ail the damage re-
sultivg therefrom to the corporation or ahiy person injured thereby
who rolied thereon, or 1o Loth:

{a; Maie, bssue, deliver, or pablish &ily PrOSpectias, report, ¢ir-
cular, certificate, fnancial Satement, balance sheet, onblic notics, or
document respecting the corparation or its shares, assets, liabilities,
capital, dividends, business, earnings, or accounts which is false in any
ir;ate{'ial respect, knowing it to be false, or who knowingly participate
therein.

{b} Make or cause-ta be made in the-books, minutes, records, or
accounts of a corporation any sntry which is false in any material
particular, knowing such entry is false.

te) Remove, erase, alter, or cancel any entry thersin with intent
1o deceive,

L™

Article 2. Indemnity for Litigatlon Expenses
§ 851. Right of offfcer, director, or emplovee to Iindemnity

SOURCE;
Corp. Code § 830(a){(business and ponprofit corporations) (same

in aubstance}*
e BRG (a) When A person i8 osaed, either alene or with
i others, because he f8 ar way 2 director, officer, or emploves
of & sorporation, domestic or Torciun, in any proceeding aris.
ing out of his ulleged mis{easatu - ar nonfeasanes in the per-
formunpes of his lutiss or st o0 wny aleped wrongial pel
agrianst the l"‘.:!t"pt.‘laﬂéj!& or by the Corparition, o IE]IJiT_’r' far
his reascnable expenses. locleding siierneas ooy ineurred
in the defense of the procesding. mey be assesved against 1he
purperation, 1t reeeiver ar s frastes, Do the onurt an ths
game of & goparate procosding T both of the following con-
ditions exisy:
(1; The person smed I8 sucessslul in whod ot i pars, or
the procecding agailist i s settled with tie waproval of the
voiLFt,
{27 The rourt finds that biw comduct foirly and equitabiy
merits Aueh indemmity.
&lw___n'i‘he ameunt of swebh indemniiy abell be so much of the

expengen, invluding afternera’ fers, inenrrec in the defepse
¢f the proeeeding, sz the court determines and {inds to he
rezsonabls.

Eunder this
lgrticie
__—""_-“_-b




COMPARABLE PROVISTIONS:
N.Y. Not-for~Prefit Corporarivn Law 3 /5%, Pa. Corporation Not-

for-Profit Code § 7743: ARA-ALY Model ¥
H LM h -~
Act § 24(A) on~Profit Corporation

§ 725. indemnificaiion of dircetors and officers by a court
(n) Notwithgianding the failure of a corporation lo provide
indemnification, and desnite any contrary resoiution of the board
or ol ihe members in the speeific case ynder section 724 (Fay-
ment of indemnification ofner than by court award), Indemnifi-
cation shall be awarded by & court tu the extent asthorized un-
der section 782 (Authorization for indemnification of directors
and olficers in actions by or in the right of a corporation to
procure a judgraent in its favor), section 722 {Authorization
for indemmificstion of directors ang sfficers in actions or pro-
ceadings othar than by or in the right of a corporation to nroe-
erre & judgment in ifs Tavor), and paragraph {a) of section T34,
Application thersfor may be made, In cvery case, either:

(1) In the civil action or proceeding in' which the expenses
were inearred or other anmounts were paid, or

(%) To the supreme court in a separate proceeding, in which
case the appiication shall set forth the disposition of any Previ-
ous appiication made Lo any court for the same or simnilar relief
and afso rensonable cause for the failure to.make application for
such velief in the action or proceeding in which the expenses
were ineurre:] or other amounts were paid.

(b} The application shall he made in sach manner and form
as muy be reguired by the applicable rules of court or, in the
absence thereof, by direction of & court to whick it is made, Such
application shall he upon notice to the corporution. The court
may also direct that notice be given at the expense of the cor-
poration to the members and such other persons as it may desig-
nate in such manner as it may reqguire,

(c) Where indemnification s soughi by judiciul action, the
court mway allow a person such ressonable expenses, includirg
attorneys' {ees, duriig the perdercy ol the litigation as ace neces-
sary in connpection with his defense therein, if the court shall
£ind that the defer:dant has by his pieadings or during the course
of the litigation raised geruine mspes of tact or Jaw.

§ 852. Application for indemnity

SOURCE:

Corp. Code § 830(b)(business and nonprofit corporations) (same
in gubstance)#*

X
(b\*ff\ tieat] *ft atted- x * ,{
} Appheation Tor indemnity, may be made cither b
a person sued or by the attorney or ’{bther peraon ;enderini under thi
serviees to him in conpeetion with the defense, and the court article '
may order fees und expenses to be paid directly to the attor-

ney or other person, aithough he is
eseding. gh he is not a party o the pro-

b

~78-



§ 853.

§ 854.

GO”’!P&RA‘?LF PROVISIONS:

B.Y. bowefor-Pyciic Dorsoiatlon Law § TEL%Y

service of notice of applicarion

SOURCE :

Corp. Code § 830{c (business and noaprnfit corperations) (same
In subsiance)*

& Jﬂ’,. )

o f ,:‘/, T el L

& & v o
ﬁﬁz Lok Notier of the applicaticn for wgeh mdemnity ahal] be

ser vodl apar the _EOTQOTALION, i receiver, or its ‘rustee, and

b‘"‘% upen tie plaint:f and other parties ic the proceeding. e
—aThe conrt mar order notice o be Zivenl &iso to the sheps- ;’;ﬂembeps ’
-ho?éfﬂ),m tie menner provided :n this Qrvisigp for giving S~

notice of m&kkfr . meatings, in such form as the court ™
L fﬁembers"

directs.

COMPARABLE PROVISIOKS:
N.Y. Not-for-Profit Corporation Law § 725(b)

Voluntary payment of expenses and judgment by corporation

SOQURCE:

Corp. Code § 330(f)(business and nonprofit corporations? (sub~
startlally the sama}®

Qo
oY :}L/} . ) 5 &
e X A x s

(1Y Netwithotandioo e morisionse gt i Gt Jo (éﬂcticn A
{demabictemafad rutﬂ i et shmpa the buard of directors A
mayv attherize 5 cornopration in ¥ PEDINEEY e arred “-Y or
tn setisfy oo judgment or fine rendered or levied agaimst, a
present or Jormer directur, offcer ar eaplayec of the corpora-
tion in an wetien brought B o tlard perty acainst such per-
son (whether or net the eorporaimn is Joined as a4 party de-
fervlunit ' o Tiepese a Dability o penaity on sueh person for
an act a-lewd to ave heen committed v such person while o
directoe, offirer o0 ompdorvee, or by the corporation, or hy both; -
Pyt he bosed ol firectors determ in gaud fuith ‘J}at if
sueh dyreetnr. atberr ar craplooes was aefirp in geod {aith
within whot fe reasanabiy o dieved 0 he tbe seape of his
emplnyment ar nvehority acd Yor o prerpess which he reason
abls helieved to Lo in the best inferests of the sorparation or {

arized deemasinedes p nchinde

under this
section

J— !
{members . | its WMW Pavmerts oo -
ameunts pal ond oexpenses inenrred i setilineg any sueh

wetinn nr ‘,h“{’ﬂh"l bopetian Ty -meebrebpepp—idae g’r.n\, nnt
apPiy toownr action (nsttaved or omaintained in the right of
the eorporation by a sharchoider or helder of 4 <ating frust

certificate represonting slares of the papgaratinm,

13-



COMPARABLE PROVISIONS:

N.Y. Not-for-Profit Corporation Law § 723%; Pa. Corperation
Yot-for-profit Code § 774); ABA-ALL Model Ben-Frofit Corpora-
tion Act § 24(a)

§ 723.  Authoriculion for indemnification of directors and
offtcers in actions or proceedings other than by or
in tha right o a corperation fo procure a judg-
ment da Hy favor

12l A corperaticn may indemnily any peraon made, or
threnteaed 10 be made, a parly ooan ackion or progeedine other
than one by or i the righi of the eorporation 1o procure o judg-
ment i its favor, whethey e1vil or eriming, meivding: au actuom
by or in the vight of ary otims corporation of any type or kind,
domestic or forelpn, or inv BEETArsnIn, roind venture. trusi or

Koenterprise, which ens divector o officor of *he corporaticon
served in any capacity al the reguest of tre corporation, by rea-
s0n of the fact that he, liis testator or iitestars, was & director
or officer of the corporalivn, or served such ofher corporation,
partnership, joind venture, frust or olher enlerprise in any
capacity, against. judgrents, fines, amornts paid in =ettlement
and reusonalde expenses, including attornevs’ fees actuailv and
necessarily incurred as a resolt of sueh action or proceeding, oF
any appeal therein, if such director or officer acied in good faith
for a purpose which he reasonably believed to be in the best in-
terests of the corporation and, in criminal actions or proceed-
ings, in addition, had no reasonubio cause {o believe that his can-
duct was unlawful

(b} The termination of any such eivil or criminal action op
nroceeding by judgment, settlement, conviction or upon a plea
of nolo contendere, or its eqgaivalent, shall not in itself create a
presumption that any such director or officer did not act, in zood
faith, for 4 purpese which he reasonably believed to be in the
best interests of the ¢orporation or that he had reasonable vauze
to Leileve that his conduct was unlawful,

§ 855. Advancing litipation expenses

SOURCE:

Derived from Fa. Corporation Not-for-profit Code § 7745%
o

§ 7745. Advancing expenses

Experses incurred in defending a ¢ivil or eriminad aotion, suit or
procealing may be paid by a nonprolit corporation in :
the final dispasition of such action, suit or proceeding as cithorized
by the board of directors or other Sady in a specific cass upon re-
ceipt of an undertaking by or co behalf of the representative to re-
pay such amount uniess it shall ultimately be determined 1hat he is
entit’ed to be indemmnificd by the corporation as aulhorized in this
subchanter.

vance of

hori———



COMPARLBLE PROVISEDND :
N.T. Not-for-Prefit Corporaticn Law §§ 722%, 724(c)*

§ 722, Authovization for indemnification of directors and
oificers in actioas by or in the right of a cerpora-
s {0 procure a judgment in its favor
(2} A corporation masy indemnily any person, made 8 party
te an sction by er in the right of the corporation to procure a
Judgment in jts favor by reuson of the fact that he, his testator
or intestats, i6 or was a direcicr or officer of the corporation,
against the reesonable expenses, including attorneys’ fees, ac-
tuanlly abd necessarily incurred by him in connection with the de-
fense of such action, or in connection with an upopeal thersin,
except in relation to matters a8 to which such director or officer
is adjudged fo have breached his duiy to the corpoeration under
section 717 (Duty of directors and officers),

5%

(b} The indemnification authorized. under paragraph (a}

shall in no case include:
{1} Amounts paid in settling or otherwise disposing of a

threatened actmn ora pendxng action w;th or withoul court ap-
proval, or '

{2} Expenses incurred in defending & threatened action, or
& pending action which is setlled or otherwise disposed of with-
it court approval,

§ 724,

Fayment of indemnification other than by court
award

# * e X >

{e} Expenzes incurred in defending a civil or eriminal ac-
tion or procesding may be paid by the corporation in advance

of the final disposition of such action or proceeding if authorized
under paragraph (h}.

§ 856, Right and remwedy exclusive

SOURCE:

Corp. Code § 830{e)(business and nonprofit corporations) (zame
in substance)*

9._:3{/.:"- }{ —’? %
+ - K

(¢} The rights and remedv provided by this seetion, are !&I‘tiﬂlel
exclasive. The awsrding of iudemnity far exponses, :ncludlng
sitorueys’ fees, to parties to such proecedings, whether ter-
minated by trial on the merits or by settlement or dispcissal,
shali be made only upen arder of court pursunnt to ‘thre-ace- 1s
{Sﬂction 8511 A ‘.mz sl 1ot be poverned by any provision in the arti- S
" vlen or bylaws nf the corparaiion or by resolution or agree-

ment of the corporation, itk direetors, or its wharebotder,  e——




COMPARABLE PROVISTONS:

N.Y. Not-for-Frofit Cerporaricr Law & 721: Pa, Corporation Not-
for-profit Code § 7746; ABé-all Model Hon-Profit Corporation

Act § 24(A)

-*
§ 857. Application of article

SOURCE:

Corp. Code § 820¢d}, () (business and noaprofit cerporations)

{same in substance)%

> 3.

X

{d) This seetrem, auplies to all priccedings specified in sub-

K

article

division (&), whethoy vrought by (e corporation, its recelver,

'8 jrustoe, one or mors of jts_-ﬁh&?&hﬂé&g},g_r creditors. any
governmental body. eny public official or any private Derson

or corporation, domestic or foreign

¥ K ¥ K

(g} The PTOviSions of this et shallvppiy 1o the vstate,

Kl

Iiemberg

article

N

used in H—forepnitnsibdisga; tFr bl it

exeeutor, é(iministrator, heirs, bosateos ar devisees of & i
rector, offiver or employes, and the tern Yperson’’ whepe

of sueh person,

S

§ 858. Indemnity insurance

SOURCE: .
Corp. Code § 83CG(h)(same in substance)#*

Yoy p
" 83,

« * ¥ ad

{(h} Nething in this swettem, shail prolithit

it il

the estate, exeenttor, sdministratar, heiry, legatees or deyisees

*

A corporation

this artiele
includes

] curred in the defense of aotions,

therefrom.

fo.

7% . Article ('
either domestis or foreign, from raying, in wlale or part, the —

premuum of other charge far ANy type of imdemnity insur-
ance 1n which any offieer, dorector, s employee of sueh cor-
poration ur any of ity Bubsidiary corporations is indemnifiod
ot insured sgainst lahility or loss arisingr ouf of his actual
or wsserted misfeasance »r nonfeasnaes in the prrformance of
his duties or our of any actual or asserted wrangfal act
against, or by, any of such corporations including, but not
limited tg, Jjadgments, fines, settlements, and exjensey in-
proceedings, and appeals




COMPARABLE PROVISINNG:
fin L

H.Y. Npt~inr-Profls Lovooracion Law § 727+ Pe, Corpuaration Not-
for-proiit Code § 7747

o

* bl - - . s 1 - - " .
! i2f. imsarance fer peiepudfication of Erecters and af-
ficars

faF Supject to pararraphk (b, A coruoralion sha'l have power
tr purehase and mosis iy msurancg:

£1y To ivdemuify e corporaiion fav any ohligation which
froincurs a9 a result uf the auleadifcsiion of diveo s anul ol
ficors unde: the provizious of this crtiz

e, ana

(2; 'To indemnify dlrverors and o7iets ononslances inov ek
they may se indernnifted by the corperation undoy the pro.
of this articls, aud

(3Y To indenuiry civectors and officers o inslapees in
which they may not ctherwise be fudesinified by the corprrntion
under Lhe provisions of this article provided the coniraer of 1.
surance covering such directors and offieers provides, in a man-
ner acceptabie to the superintendent of insurance, for a reten-
tion amount snd for co-insurance.

(b} No ingurapce under paragrapii {a} may provide for any
pavment, other than ecst of defense, to or on behalf of any di-
rector or officer:

(1) i7 a judgmenl or other fina! adjudication adverse to the
insured director or sfiicer ~stabiishes that his acts of active and
deliberate dishonesty were material to the ¢ause of action so ad-
judicated, or that ke personxlly gained in fact a financial rrofit
or other advantage to wiicl: he was noi legally entitled, or

(2) ia relation te any risk the imsurance of whick = pro-
hibited under the msurance law of this state.

) Insurance vader any or 88 subparagraphs of paragraph
{a} mey pe tocladed in a singie contract or supplement thereto.
Retrospective rated eontrsels sre prohibited.

(q} Tans cerporation shall, within the ume and o the persons
pronded in paragraph (L) of secting 726 {Other provisions af-
fecting indemniiication of divectors zud officera), mail a state-
ment in resvect to any insvrance it has perchased or renewed
under *his sechion, rpecifying the insurapce rsrrier, date of
the contracs, vost of the jrsurance, corporate positions insured,
and a stateswent explainiug »1l sums, not previously reported in
& statesient Lo raerabers, taid aader any indemnification insur-
ghee conlract.

(e} This secton is tha public poiicy of thie state to spread the
rist: of orperate manazement, notwithstanding any other gen-
aral or speeind law of this state or of any other jurisdiction, in-
slidding the federa: government.



CHAFTER S, CORPOSGLE RELR DS o Lol

Article 1. looks

oand Heooras

§ 201. Books and rTecorids

SOuURCT:
Derived from V.Y, Hol-frmProfiy Cordorvation Lav § £21(a)*

!

H

TR AT

ok,

I il

§ 621. Boosics wl records: right of inspection: prima fasie
avidet.

fa) Except az otherwise vrovided heveln, vvery covporation
shall keep, ot the offies of toe corporntion, oo rect and complote
baoks ana records of accomd and minttes of the procesdines o
ite members, board end exectiive earrsiltee, i1 any, snd shall
xeep at sucn office or ot the oifice of i3 tronsfer agort or rey-
istrar in this sfale, o st ur vecord eontainirs the namas and
addresses of akl members, the elaug or vlasses of mmermbership or
capital eertificates and the number of capital cortificates held by
each and the dates when they respactively became the holders of
record thereof. A corporation may keep its books and records of
accountin an office of the corporation without the state, as
specified in its eertificate of incorporation. Any of the fore-
going books. minutes and records may be in written form or in
any other form capable of being converted into written form
within & reascnable time,

COMPARABLE PROVISTINNS:

Cerp. Code §§ 3000-200% (business .ni nonprofit corporacions)*:
Pa. Corperation Not-for-prelit Codi: § 750574)3 ABA-ALT Model
Non-Profit Corporaticn Act § 25

§ 30040, Tinmdes of mectings, Pvery corporation shall keep at
e principal office, o aurh other place as the board of directors may
arder, a booic of midontes of all aectwigs of its directors and of its
sharcholders or ombers, with the fime end place of holding, wheth-
B TUEL LD Oy spe ., A0, i arecial, how autherized, the notice there-
of given, the namss of those presend al direvtors’ meetings, the nom-
Ler of shares or moembers poesent or represerted at sharcholders’ or
merabers’ meetinrs, ong the nroeecdings chereof,

§ 3001, mowks of recoant, ey coruoration shall keep and
malitain adequate ard correet accounts of iig properties and busi.
ness transacions, including acconunis of ity assets, Habilities, receipts,
dishursemnenrts, gains, osses. capital, surpivg, and shares. Any sur-
plus, including earned surphis, paid-in surp:us, and surplus arising
from a reductlon of otsted capital, shall be clasiifiod according to
soucce and showin in a separate accouht. The books of account shall
at all reasonable tinmes be open to inspection by any director,



diniz Rven sbar for profi
cifsai office, vr at i ol et
ter, o A Juplicain shiars i
shareholder: and ibeo s o bhe nuraber smd classes of
shiares held by each, the number and date of certifivates jwted
for shares, aud the nuniter and date of canceliation of eVRry
serfijente surrendersd for eanceflation. The above speeified
imfurmaion way e Fept by the corporation e reidvicheards,
magietle thpe, or oilier eitormation slorace device related to
electronye ity prr tg o vquipmont provided  that sush
card, e, or other equipmant 15 capabde of reprodueing the
informative in cleasiy legible form for the purposes of inspou.
til 88 previded Ip Seetion 008

LT,

§ 902. Right to imspect hooks and records

SOURCE:
Derived from Corp. Code § 2003 (business and nenprofit corpora-
tions)*

i § 3003. Inspection of reeords by sharcholder; demand for in-
specﬁey. The share register or duplicate share register, the boois
of account, and. minutes of proceedings of the sharcholders and the
board of directors and of executive committees of the directors of

| every domestic corporation and of foreign corporations keeping any
such records in this State shall be open to tnspection upon the wriiten
demand of any sharchoider or holder of a voting trust certilicate at
any reasonable time, for a purpose reasonally relzted {o his inter-
ests as a shareholder or as the holder of such voting trust certificule,
andt shall be exhibited at any time when requirved by the demand at
any shareholders’ meeting of 10 percent of the shares represented
at the mecting,

1 Such inspection by a sharekolder or holder of a voting trust cer-

tificate may be made in person or by agent or atforney, and the right

of inspection includes the rizht to make extracts. The right of the
shareholders to inspect the cerporate records may not be limited in
the articies op by-laws.

Demand of inspection other than at a shareholders’ meeting shall
be made in writing upon the mesldent, seceetary, assistant secrotary,
or general manager of the corporation.

COMPARABLE PROVISIORS:

N.Y. Not-for-frefit Corporation Law § 621%; Pa. Corporation
Hot-for-profit Code § 7508(b), {¢); ABA-ALI Model Hon-Profit
Corporation dct § 25

§ 621, Books ang records; right of inspection; prima facie
evidence

{a} Except as otherwise nrovided horein, every corporalion
shall keep, at the office of the eorporation, coreect and complete
books and records of account and minutes oi the proceedings of
fis members, board and exeentjve comumttee, if any, and shal!
keep at such office or at the office of ity transfer agent or rep-
istrar in this state, a list or record containing the names and
addresses of all members, the cluss or classes of membserskip or
capital certificates and the number of capital certificates held by



Tyondyf i o 0
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Foingr hooks, mincie: snd records mMAyY U2 in writlen form or in
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(b} Any perion wi st heen o remher of recard of
A corporalion Tor ersl sivosuortha Immediately trceeding his
demand, o any parses bl ln vihzroenis winonzed in weite
g by the holders o, st o i opeccend of apy olass of the
andstanding capital orifice: pen i least five dave weritten
demang shal’ huve the »ipht b exainias in DEETERE OF Dy 2gent or
atierney, dering gswal pusinesy Bours, its minatas of the proceed-
inge of itv members and el ap record of members wnd to moke
exiracts theref o,

t2) A luspertion authorized by paragraph {b) may he de-
nied {p such member or sther person upon his refusal to furnish
to the corperation, its transfer agent or registrar an affidavit
that auch inspection is not desired and will not be used for a
purpose which is in the interest of g husiness or object other
than the business of the corperation and that he hag pot within
five years given, sold nr offered Tor sale any list or record of
members of any domestie or foreign corporation or aided or
abetted, or attempted or offered to aid or abet, any person in
procuring any such list or record of members for any such pur-
pose,

{d} Upon refusal by the corporation or by an officer or agent
of the corporation fo permit an inspectior of the minutes of
the proceedings of its members or of the list or record of mem-
bers, as herein provided, the person making the demand for in-
spection may apply to the supreme court in the judieial distriet
where the office of the corporation ig located, upon such notice as
the court may direct, fov an order directing the corporation, its
officer or agent to show cause why an order should not be granted
permitting such inspection by the applicant. Upon the return
day of the order {o show cause, the court shall hear the parties
summarily, by affidavit or otherwise, and if it appears that the
applicant is gualified and entitled to such ingpection, the court
shall grant an order compelling sucn inspection and awarding
such Turther relief as to the court may seem just and proper.,

(e; Upen the written request of any yerson who ghali have
been & member of record for at least six months immediately
preceding his request, or of any person holding, or thereunto au-
thorized in writing by the holders of, ai lesst five percent of
any ciass of the outstanding capital certiticates, the corporstion
shall give or mail t¢ such member an annual balance sheet and
profit and less slatement or 4 financial statement performing a
similar function {or the preceding fiscal year, and, if any interim
balance sheet o nrofit and 'oss or similar financial statement has
been distrilned to its members or otherwise made avatiable to



§ 903,

§ 204.

(RIS rafit

the =g e, ube messd

the o
and loss ov shmddar T The cerporetion spall
e allowed Boresoonalinc me oy surty auiiual balance

sheot, and profie and Juss wr simios Hnancis! -latemont,
oy Mothins hersig

olvis tooeomrel i

the vower of

fnny of the books

and recovds of oocop

1) The Locks and relo nacagrapl ag shall
Ganie evidanoe o i ogteted iR fheor nf

D RCITE 1

il Broveediny agaenst sach

1, eeiars v marahars,

the piaintiyl n oany asion

corngralicon oooaR:

Inspaction ol yvecurds and propscotdos by dircntors

i

SOUTCE: :
Corp. Code § 3004 (Husiress and nonprefic corporations) (same in
suhstance)* '

[ 5 3004.

] Inspection of reecrds and nhysical properties by direc-

tor; foreign corporations. Fvery divector shut-havethe absolute has
right at any reasonable time v inspect all books, records, documents ‘

of every king, and the phivsiceal propertivs of 1he corporation, domestic

or fereign. of which he is 2 ciroctor, and sise of its subsidiary cor-
porations, demestic or forcign,  Such inspretion by a director may

be made in perscn or by agent or attonev. and the right of inspec-

tion includes the right to make extracts, In the case of foreizn cor-
porations this right extends nnly o such bonks, records, documents,

] and propertics of such corperations as arc kept or Iocated in this

State,

s

Enforcement of right to lnspect

SOURCE:
Corp. Code § 3005 {(business and nenproflr gorporationa)(same
in substance}* ‘

——

§ 3005, eaforcement of right of laspestion; juwdicial Inspeetion;

i _('_Ej._l sxpenses of inspwt‘zm_z:jp;;n—r refusst of a lnwfil domand for inspec-
tion, or upon petbion of the inleems of tan percent 05 —of-theis. of the
sted-rivgsutctadies sherse, the superior court of the county In which oo
the arincipal oflice or in wiich the recorus are Iscated may enforce
the right of inapection with st and proper condions, or may ap-
poind oo ny snere campetent inspectars or accouniants to audit the
books and rocords kept in the Stata, and (o investigate the property,
funds, and aiffels of any domeshe corporation or any foreign corpo-
ration keoping vecovds in this Sate ond of ary subsidiary corpora-
don thereof, domest.o or Loraigy, Eeoping recosds in this State, and
to report thoreon in such marmer as the court mey direct.

Bl sAD oificers and agenisx of the corporation shali produce to the
inspectors of accountants so anpointed ol books and doouments in




§! thehr culocdy o0 7o, il s diiy O peudislonet for contempt of
<otrrt.

(c} Al avpesses oF the dnvestiotion o audit shal be defrayed by

4 tho appiesri uniers the coutt ondecs them o be paid or shared by the
sorporation.,

COMPARABLE PROVISIGNS:
E.Y. Not-for-Profit Torperation Law § 321{d)*; PFa. Corporation
Hot~for-profit Cade § 73508(¢}

§ 521, Books and records; right of inspection;

bs

prima facia svidance
# « . # 5

(d} Vipon refusal by the corperation or by an officor or agent
of ‘the corporation 1o permis an Inspection of the minutes of
thie proceedings of ils members or of the list or record of mem-
bers, as herein provided, the person making the demand for in-
speclion may apply to the supreme court in the judieial district
where the office of the corporation is logated, upon such notice as
the court may direct, for an ovder directing the corporation, its
officer or agent to show cause why an order should not be granted
permitting such inspection by the appieant. Upon the return
day of the order o show cause, the court shall hear the parties
somarily, by affiduvit or clhierwise, and if it appears that the
applicant is gualified and entitled to such inspection, the court
shall grant an erder compelling such inspection and awarding
such further relief as to the court may seem just and proper.

Article 2. Annual Report
§ 951. Annual report required; date for preparation

SOURCE:
Hew

COMPARABLE PROVISIOUS:

Corp. Code §§ 9402(e)(nonprofit corporation)®: 3006 {business
corporation)*; .Y, Hot-for-Profit Corporation Law § 519%: Pa,
Corporation Not~-for-profit Code § 7355+%; ABA-ALI Model Mon-Profit
Corporation Act § 31+

§ 9402. Members and membersiip rights. .
W RS A M -

{e} The making of annual reports and financial statements to
the mwernbers.



§ 3006. Aanuat repori; time of sending to sharehoiders. The
board of directors of every stock corporation shall cause an annuai
report to be sent to the shareholders not later than 120 days after
the close of the fiscal or calendar ¥ear, unless the by.laws expressly
dispense with such report,

§ 519, Annual revert of directors

fnl Tine hoard shall present at the nnnuaj niceling of members a
et verttivd by the president and freasurer or by & majority of the
nivector- ar certifisd ly an independent publie or certitied pihlic
At EnT o P o sieeh geeountants selested hy the hoard, showing
inapproepriate detail the follawing

(1) The assets and labilities, including the trust funds,
of the corporation as of the end of & twelve month fiscal
period terminating not more than six mionths prior to said
meeting. :

(2) The principal changes in assets and liabilities, includ-
ing trust funds, during the year immediatel_ls,r preceding the
date of the report.

ORI . N -

{3) The revenue op receipts of the corporation, both unre-
stricted and restricted to particular purposes, for the year
immediately preceding the date of the report.

{-1) The expenses or dishursements of tha corpcration, for
both general and restricted purpcses, during the vear im-
mediately preceding the date of the repoit,

{5) The number of members of the corperation as of he
dute of the report, together with 2 statement of increase or
decrease in such numher during the year -mmediately pre-
ceding the date of ihe report, and a stalement of the place
where the names und Iaces of residence of the current
memibers may be found.

th) The annual report of Girectars shall he fited with the recards of

Fhe corporation . sither rony or an abstract theveor entored in the
mites of {he praceedings of the annual meeting of members,

te} The hoard of a corporaiion Faving e mentiers shall divesl fhe
prestdent and tressurer to preseni al the snngal meeting ol the bodre
4 report an seeordanee with pavagraph (2], but onetiing the reguireinent
of subparagraph (51, This report shatl bn filed with the ninates o the
stnuat mecting of the hoard,

§ 7555. Anpum report of directors or other body

(a) Contenta.—The board of directors or other body shall present
annually to the members a report, verified by the president and
treasurer or by 2 majority of the directors or members of such other
body, showing in appropriate detai! the following:

(1) The assets and liabilities, including the trust funds, of
the corporation as of the end of the fiscal year immediately pre-
ceding the date of the report.

-89-
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(3} The peineipad ehauges uoazseos ane ablhiles incleaiug
trust funds, during the vear immediately preceding the date of
the repaort.

{3) The revenue or receipis of the corporation, both anre-
stricied and ristvic eq to partieulnr perboss, for the year ime-
meciately proceding B sdaie of ihe report, including separate
dals with respect to each irest fund el by o {or the corpara.
ion,

(4} ‘Whe expenses of Clsburstmenis of tas corporction, for
both gereral and repuicted puiposc:, auring ibe vear mm-
med.ately proceding the dete of the repart, inciuding separate
data with respect to cach lrust fond held by or for the corpura-
tio.

(5} The number of membars of the corporation as of the date
of the repurt, togethas with 1 silement of inerens - or decrease
i such pumoer during {he yoar irenediataly precediag the date
of the repert, and & statemous of the placy where the names
and addresses of the current members may be found.

(b} Place of filing.—The annual report of the board of directors
or other body shait be filed with the minutes of the meetings of
members, - 0 7 7 ' ‘

(c) Report in abuence of meeting of members-~The board of
directors or other body of 2 corporaticn having no members shall
direct the president and wreasuares to preseat a! the annual meeting
of the board or of such otlier body a report in accordance with sub-
section {a) of this section, bul omitting the requirement of para-
graph {5} thereef. Such report shall be filed with the minutes of
the annual meeting o1 the board or of such other bocy.

SECTION 81, ANNUAL GEPORT OF DOMESTIC
ANXD FOREICGN CORPORATIONS

Each domestic corparation. and eacn foreipn corpora
ton authorized ‘o conduet aaivs in this State, shali file,
within the thine prescribed by this Aet, 2o anueal report
seiting forth:

{a) The name of the corparation and the state or coun-
trv under the laws of which it is Incarporated.

{h} The address of the repistered office of the corpora-
tion o this State, and the name of ts reyristersd agent in
this State at such address, and. in the case of a {nreign

corporation, the address of its principal office in the state
or country under the Inws of which it is lacnrporated.



(¢} A brief statement of the character of the affairs
which the corporation is actually conducting, or, in the
case of a foreign corporation, which the corporation s
actually conducting in this State.

(d) The names and respective addresses of the direc-
tors and officers of the corporation.

Such annual report shall be made on forms prescribed
and furnished by the Secretary of State, and the informa.
tion therein contained shall be given as of the date of the
execution of the report. It shall be executed by the cor-
poration by its president, a vice president, secretary, an
assistant secretary, or treasurer, or, if the corporation is
in the hands of a receiver or trustee, it shall be executed
on behalf of the corporation by such receiver or trustee.

- PPN

§ 952, Required provisions

SOURCE : o
Derived from N.Y. Not-for-Profit Corporation Law § 51G(a)*;
ABA-ALI Model Non-Profit Corporation Act § 8i*

& 519, Anpual report of directors

tu} The hoard shall presenl at the annus} meeting of members a
report, verified by the president and treasurer or by a majority of the
wrertors, ov certified hy an independent public or eortified publie
areouniant or a finn of such gecountants selected by the board, showing
iz Rppeopriate detas] the following:

r""'" {1) The assets and linbilities, including the trust funds,
of the corporation as of the end of a twelve month fiscal
period terminating not more than six months prior to said
meeting,
{2} The principal changes in assets and habilities, inelud-
ing trust funds, during the vear immediately preceding the
date of the report,

(3} The revenue or receipts of the corporation, Loth unre-
stricted and restricted to particular purposes, fur the year
immediately preceding the date of the report.

(1} The expenses or dishursements of the corpuration, for
both gemeral and reslricted purposes, during the year im-
mediately preceding the date of the report.

{5} The number of mewmbers of the corporation as of the
l date of the report, torether with a statement of increase or

decrease in such number during the vear immediately pre-
ceding the date of the report, and a statement of the place
where the names and places of residence of the current
members may be found.




SECTION B, AMNGAL BLOOLT OF DOMESTIC
ANE FPGREIGN CORPORATIONS

Each doriestic corperaiion, and eacii foreign corpors
tion autharized to condoct affairs iz 1his Stare, shail file,
within the time proseribed Ly this Act, an anmnad report
setting forth: ‘

.y

{a} The name of tie Corgoriiion and the state or eonn-
trv under the biws of which it is incorporated.

(b} The address of the registered office of the corpora.
tton in this State, and the name of s remisiercd apent in
this State at sueh address, and. in the case of 4 foreign
corparation, the address of itg princirad office in the stafe
or country under the laws of which it is incorporated.

LA A AT SR - P

{c) A brief statement of the character of the afiairs

which the corporation is actually conducting, or, in the
é case of a foreign corporation, which the corporation is
actually conducting in this State.

(d) The. names .and respective addresses of the direc-
tors and officers of the corporation.

" Such annual report shall be made on forms prescribed
and furnished by the Secretary of State, and the informa.
tion therein contained shall be given as of the date of the
execution of the report. It shall be executod by the cor-
poration by its president, a vice president, secretary. .n
assistant secretary, or treasurer, or, if the corporation is
in the hands of a receiver or trustee. it shall be executed
on behalf of the corporation by such receiver or trustee,

COMPARABLE PROVISIORS:

Corp. Code §§ 3007, 3008 (business corvporation)®; Pa, Corporation
JYot-for-profit Code § 7555

§ 3007. contents of anius! report:  finaneial sta,telqents re-
guired. The annual report shali include the following financial state-
mients:

{a} A balance sheet as of such closing date.

{b} 4 statement of income o profit and loss for the vear ended
on such closing date.

Such financial statements shall be prepared from the books and
shall be in accordance therewith and shall be certified by the presi-
dent, secretary, treasurer, ar a public accountant, They shall be
prepared in a form sanctioned by sound accounting practice for the
particuiar kind of business carried on by the corporation,



nooy . N . . . - : <

3 3008, Baaree shoelr aouleans vrjuren. The balance sheet

or comments aceompanying it shall set forth ul of the fol'owing:
(a} The basos omloved in slating the valuation of the assets and

any changes in such bases during the preceding year,

(b} The amouni of t1 | surpius, the sources thersof, and any
changes theesin auring the pasi vear.

(e} The namoer of sharos of cralt class of stock autaorized and
odlxtunding and the rumber o7 saares i any, carried as treasury
sharcs, the cost thereot, and the source from which such cost was
raid,

(d} The cmounts, if any, of Joans or advances to or frar officers,
shareholders, and empioyees.

§ 953. Duty o preserve the sanval repoct

SOURCE:
New

COMPARABLE PROVISIONS: . e
N.Y. Not-for-Profit Corporation Law § 519(b)#*; Pa. Corporation

Not-for-profit Code § 7555(h)

§ B19. Annual report of directors
il * X =4 K

by The wnnusl report of Jdireetors shall be filed with the records of
the corpioration aed either 4 copy or an abstrac: thereof entered in the
mintes of the proseedings of the nnunal meeting of mambers,

§ 954. Providing copiles of annual report on request

SOURCE:
New

COMPARARLE PROVISIONS:
Corp. Code § 3006 (business corporsntion)®; ¥.Y. Not-for-Profit

Corporation Law § 621{e)*

§ 3006. Annuat report; time of sending t¢ sharcholders. The
board of directors of every stock corporation shall cause an annual
report to be sent {o the shareholders not later than 120 days after
the close of the fiscal or culenda: yenr, unless the by-laws expressly
dispense with such report,



§ 621, Boosr and rooueds: vight of inspection; vrime

- * ¥- ¥ "

(o) Upos the writ': venalnl G qny resson who shall have
been » member of record for at iaast six months immediataly
mreceding his recoest op of any perion holding, or thereunto au-
thovized in writing by the holders o, abt least five percent of
any clars of the oy Lot iing eopily: rectificaes, the corperation
shall give or muail & ook meniber an annual balanee sheei and
}_J.E'F}'f.‘if. and loss statement or ¢ Jinancial statement performing a
smmilar function {for tha preceding firowd yeur, and, if any inferim
halunce sheet o1 [+57i1 230 loss o sitwilar financial siatement has
heen distribated 1o iFs raembers op otherwise mude cvaiiable ta
the yutdic, the most recont spe mLerim belanes sheet or profit
and Just o sindlar Tinancial atement. The corporation shall
be allowed a reasomaibie time o Iepare such a{znual halance
sheet and profit and juss or similar § inancial statement.

§ 955. Actlon to compel compliance; attorney's fees

§ 956.

SQURCE:
Rew

COMPARABLE TFROVISIONG:
N.Y., Not-feor-Profit Coxparation Law I 321%: ABA-ALI Model
Non~-Profit Corporaticn Act § 83

§ BRI Lizaity for fallurc in disclros pequeired information

Faflurs of ike covpovation to cumply 1o good faith with the
noticn or disclosure cr veparting provisie.s of section 501 (Stock
and shares prohibiled ) raembership cerdifie: tes authorized), or
paragravk (et of se0 cio i 303 1Cauita! certifiestos), or paragraph
(¢} of section 505 [Subvendiun covtificates), or puregraph (c) of
gacliop 613 {Aaminirfration of sssets recaived for specifie pur.
poses;, or section 5B (Reperts (o comptroller), or section 519
{Anrual report of direclars), oo seticn 520 {Reports of corpore-
won), shall make the corporalion lisbls for any damage sus-

tajnne by an persem in tenee e o thoroal

Criminal penalty for frauvdulent annual Teport

SOURCE:
Derived from Corp. Code § 3Gl9 {businase corpoiation)®

.
§ 3019, vase xepais or statemear; refusal fo keep booic or post
rolice; criminn! penally. Every director, cfficer, or agent of any
cornaration, domsestic or foreism, is guirty of a felony who Itnowingly
concurs in making, publislhing. or posting either generally or privately
to ihe stockholders or other persons, any written repori, exhibit, or

=1



strtement of ife affairs op pecuniary condition, or book or notcs con-
teining aiy material stateinent which is false, o1 any unirue or will-
fully or fravdulently exuesorated report, prospeclus, account, state-
ment of operations, values, husiness, profits, experditures, or pros-
pects, or any other paper or docurnent interded to produce or give,
or having g tendency w produce or give, the shares of stock in surh
corporation a greater valie or a less apparent or market value than
they really possess, or refuses to make any hool or post any notice
required by law, in the manner required by law,

-

COMPARABLE PROVISIONS:
ABA-ALI Model Hon-Profit Corporation fcot § 88%

SECTION @6, PENALTIES IMPOSED UPON
DIRECTORS AND OFFICERS

Each director and officer of a cotporation, domestic or
fareign, who fails or refuses within the time prescribed by
this Act or answer truthfully and fully interrogatories pro-
pornded to"him by’ the Secretary of State in accordance
with the provisinns of this Act, or who signs any articles,
statement, report, application or niher document filed with
the Secretary of State which is known to such officer or
director to be false in any material respect, shall be deemed
to be guilty of a misdemeanor, and upon conviction thereof
may be fined in any amount not exceeding five hundred

dollars.

Article 3. Statement of Identification of Corporate Offices and Officers;

A0 Wn AR o W A A

975.
476,
977.
978,
979.
980.
981.
982.

Designation of Agent for Service

Statement of identification of corporate offices and officers required
Required proviaions

Designation of an agent for service of process

Filing of statement

Amended statement

Supplemental statements

Public's right to information

Effect of article as constituting notice

SOURCE:
Perived from Corp. Code § 3301 (business and nonprefit corpora-
tiong)*

[ 4301, Every dewnestie corporation orgamized on or after
January 1, 1971 shall within 90 days after the filing of its
artieles of incorporation with the Recretary of State, and cvery
domextic corporation heretofrre or hereafter organized {other
than a ecorperation which has already file? such o statement
during the preceding three ralondar months snd there is no
change in the information therein' shall during the period
commencing on April 1st and ending on June 30th in each




Cal atwte, i s o prescribed by
it andd & Liusiess or 1o

. viee president, senveiary, and
the ‘mJ_ wn ana ad-
gtidenient gy gesig-

yar, f’isx wirk:
A9, LoshltE e
dence addrey;
!,:r'eaw.arm-,

Fid

mruoﬁ ’rm ‘H.‘uf‘” Flus cognpdiva vty Section 350150 o Section
&11] Foand wioer sapariy 10 st as has noi termi-
Tt 1 g naterad mergen e dicenated, the statement shali
ged Fortlo o con pinte maiiaess o senaderve acddress, 1 a corpr.
rate apert Be desenated, the statement shal! =t Torth $he state
GY Tifere UNGer Lhe nws of v@-‘.-i-:h sueh apent shs ieorporaled
and the name of the oity, fows or viluge ‘U‘"lf"ein Ei Lesi s t‘z
offfee at miici- e esnoration Gesiy
they be served, ay sed furth in the o rutxﬁta« « fi} Pca *f ‘51]'.,‘}1 cc,r-
porale agent porsvent o Mowiwas 33015, 32016, 64045 or
[ ER

N AURDL

T e . . 1 . . a .
o To the eveny »f any changs in the locstion or address of its

& ey L

principsl office or the stated addyess of & nutural person whom
it has destpnated a¢ sach agent or the city, tewn or village
wherein it may be served by detivery of a copy &f any process
to a corporate agen!, a domestic corp-:-raticn shall ferthwith
file with the Secretary of State a statement uf sush new loca-
tion or address or such new eity, town or-vitlage; which state.
ment shall alse inolude the names and addrem’s of the then
officers, the names and dddresses of whom are required zhove
to be stufed.

A corporation-may &0 any time file a hew statement wherein
& new agent for service of procesy e designated or a prior
designation of agent is rxpressiy revoked without desipnating
a new agent, and sueh filing shell be deemed to revoke any
prior designaiion of apent,

Brelivery by hand of a copy of any precess against the eor-
poration (a} to any patuweal person desipnated by it as apent,
or {b}. if the corporation has dezignated a vorporate asent, at
the office of wuen eovporate wuent i the vity, town or village
namted in the stztement. filed by the corporation pursnant to
thie seetion to any persen at sneh office named in the eertific
cate of such eorporate mgent fied pursuant to Seetion 33015
or 6403.5, if such eertifieate has not heen superaednd or ather-
wise to uny person 0% such office pamed in the last certificate
fited pursuant to Section 330LG or C403.€ shall constitute
valid serviee on the corporatinn,

R The Secretary of Stute shail establish by regulation a fee to

be charged and collected for filing a statement of the nzmes
and addressen of offfeers and the lxeation and address of the
priveipal siice of the cerporation us provided in this section.
The ﬁ-mg fes shall approximate the esiimated cost of such
filing, aud i any event shall not excied thiree dollars ($3) for
each fling. Fur filing & combined statement of the names and
addresses af o deers, the location and address of the principal
office and a desipnation of agent for service of process, the
Heeretary of Staie shall charg: and colleet o Aling fee of five
dcllars {&a]. The information diad by a corporation pursaant
to this section shall be mede av rifable to the public ypon re-
quest. For furnisling a copy of any zuch sistement, the Becre-
tory of [uute shall r'h&rgﬁ and rciloot o Fer of one dollar {313,
This seetion ghall not be construsd to place eny person dealing
with sueh corporation on notiee of, ¢ on duty or obligatior: to
inguire ahout ihe eosience o con LLS’f of any such statement.

.




Fu the case of & nonprofit corpacation, tha utatement shall be
filed every time ihere i8 any change of officers and every fifth
year in aceordaner with regulations of the Secretary of Stats
rather than each yesr. However. & nonprofit corporatipn may
file & stutement more frequently than every fifth year. The
statement of a nonprofit corporation shall be flled without fee.

For the purpose of this section, o *“nonprofit sorporation'” ia
8 Comestie covparation orgunized or ezisting pursuent to Part
1 {commeneing with Section 300}, Part 2 (commencing with
Section 100005, Part § {eommencing with Seetion 10200}, or
Part ¢4 (commencing with Seetion 10400} of Division 2 of Title
Y of the Corporations Code, vr organized or existing without
nuthority to issue shares of stock pursaant to Division 21 {com-
meneing with Section 29001) of the Education Code.

i

COMPARABLE PROVISIONS: .
ABA~ALI Model Non-Profit Corporation Act § 8l#

SECTION 8]1. ANNUAL REPORT OF DOMESTIC
- AND -FOREIGN CORPORATIONS

Each domestic corporation, and each foreign corpora
tion authorized to conduct affairs in this State, shali file,
within the time prescribed by this Act, an annual report
seiting {orth:

(a) The name of the corporation and the state or coun-
trv under the laws of whiclh it is incorporated.

(h} The address of the registered office of the corpora-
tinn in this State, and the name of its registered agent in
this State at such address, and, in the case of a foreign
corporation, the address of i1s principal office in the state
or country under the laws of which 1t 1s incorporated.

(¢} A brief statement of the character of the affairs
which the corporation is actually conducting, or, in the
case of a foreign corporatinn, which the corporation is
actually conducting in this State.

(d} The names and respective addresses of the direc-
tors and officers of the corporation.

Such annual report shall he made on forms prescribed
and furnished by the Secretary of State, and the mforma-
tiem therein contained shall be given as of the date of the
execution of the report. Tt shall be executed by the cor-
poration by its president, a vice president, secretary. .n
assistant secretary, or treasurer, or, if the corporation is
in the hands of a receiver or trustee, it shall be executed
on behali of the corporation by such receiver or trustee.

ey



§ 983. Disposal of superseded atstements

SOQURCE:
berived from Corp. Code § 3301.3 (business and nonprofit corpora-
tions}*

§ 3381.3 B!Spasai of syperseded statements

Thi Bevretury of Stabe oy dusTroy wr otherw e disposge of HNY stiafement filod
pursuang o Section 3501 after it has ixon sujicrseided by the [iling of 8 new state-
herit,

§ 984. Default; suspension for failure to file; notice

SOURCE:
Lerived from Corp. Code § 3301.1 {(business and nonprofit corpora-
tionms)x . .

3301.1. Any corporation which shall fail to make the
initizl filing required by Section 3301 of a corporation
- organized on and after January 1, 1971, or any corpors-
tion whieh shall fail to meke the annual filing reguired
by such section to be made during the period commencing
on April lst and ending on June 30th in each year,
shell be deemed in default and, except for the purpose of
amending the articles of incorporation to set forth a new name,
the eorporate power#, rights and privileges of such eoTpora-
tiom shall, as soon as practicable, he suspended by the Secre-
tary of State and thereupon the Seeretary of State shall notify
the corporation and the Franchise Tax Roard of such suspen-
gion. If the only address disclosad by the reeords of the Secre-
mwnf&mohr&emnmmﬁmhpﬁm¢ﬂaﬁw$thcmmw
it which the offiee is loeated, then such notice of the STURpension
of the corporation’s powers shall be sent to the county seat
addressed to the eorporation in care of the county clerk, whe
ghall proniptly send it to the carporation at its address in the
county, if known to him, or if unknown, he shall eanse the
notice ta be posted at the esurthouse of the county for 30 days.
The suspension of the eorpornte powers, rights and privi-
leges shall be offeetive upen the transmittal to the Franehige
Tax Roard of nntification of the suspension and has the same
effect as a suspension for nenpayment of franehise taxes pur-
. suant to Seetion 23301 of the Revenue and Taxation Code,

§ 985. Relief from default and suspension

SOURCE:
Derived from Corp. Code § 3301.2 (business and nonprofit corpora-

tiong)#*
i e
§ 33014.2 ReMef frem defauit and suspension

Ay defsulting corporation  which hus =nuffired the suspension provibid  for
Brosection S36GE nnd whese coeporate Prwers cre not slse ostherwise spspended
may be relweved therofrom apon maklne gy application thercfor to tho Seeretary
of State on n farm preseribost by Dits inaking the filing required Iy Neetion 3301,
and making payment of the requiresl Tiling fer,  Applicution for sueh roliet mey
{ e maude by wny sharelolder ov erebitor of the corprerition or by a majerity of the

survhving dircctors o fvastees af the corporatton; provididd, however, that if the
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l naine of the corporation whicl: has suffercd sach saspensinn is one which is likely
to nustead the publle or is the same ax, or resembivs so elasely as to terd Lo e
vefve, the wame of ¢ forvign oc dottestie corporation which 18 sathorized to (Fans-
act business In thig state or a neme which 18 upder reservation, the Becretary of
State shall pot relicve the corprration of sueh sespension antil the eotporation flles
it bis office a certificate of amendmoent chianging e cotpeeritte name,  ‘Fhe Seere-
tary of State shall prosnptty notify the corporstion and the Franchise Tax Roard
of anch reliel from the suspension of The corporate powers pirspant to Sectlou
3301.1, but sych reiief shall not revive sny corpurale powers e stapermded parsn-
ant to any other provision of law,

L~

§ 986. Prior compliance with Corporations Code provisions

SOURCE:
How

CHAPTER 6. CORPORATE FINANCE
Article 1. General Provisions
§ 1000. Stock prohibited

SOURCE : o L
Derived from N.Y. Not-for-Profit Corporation Law § 501%

f/-§ 501. Stock and shares proliibited; membership certificates
authorized

A corporation shall not have stock or shares or certificates for
stock or for shares, but may issue non-transferable membership
certificates or cards to evidence membership, whether or not
connected with any financial contribution to the corporation, as
provided in section 601 (Members). The fact that the corpora-
tion is a not-for-profit corporation, and that the membership
certificate or card is non-transferable shall be noted conspicu-
ously on the face or back of each such certificate or card.

Lapomnn

COMPARABLE PROVISIONS:
Pa. Corporation Not-for-profit Code § 7752*%; ABA-ALI Model Non-
Profit Corporation Act § 26

§ 7752. Organization on a stock share basis

(a) General rule——A nonprofit corporation may be organized
upon either a nonstock basis or upon a stock share basis, as sct forth
in its articles.

{b) Form of certificates.—The shares of nonproiit corpurations
organized upon a stock share basis shall be of such denominations as
the bylaws shall provide and shall be represented by share certifi-
cates. The fact that the corporation is a nonprofit carporation shall
be .10ted conspicuously on the face of each certificate.

(c) Rights of shareholders.—Unless otherwise provided in a by-
law adopted by the members, each share shall entitle the holder
thercof to one vote. No dividends shall be directly or indirectly
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paid on any sueh shacos, 200 shall tie sicaeholders be mntitied to
any portion of the earnings of such corporation derived through
merement of value upon its oroperty, or otherwise incidentally
made, unti! the dissolution of any such corporation,

{d} Transierability of ehares.—nlc.s atherwise provided in the
bviiws, such shares shalt nor be transiersble by operation of law

or fthoerwiae,

(=) Power to cancul ehavan-—A roaprofir corparation shall have
pover to extiude from fuither tiermhershin sny shareholder whao
faiis to comply with the reasumatle and lawiul bylaws of the cor-
poration, and may rancel the shares of any such offending member
without liadility for an accounting, except zs may be provided in the
Lyitws.

(f} Applicability of the Uniferm Commercial Code.——The provi-
sions of the Uniforta Commercial Code shal not apply in any man-
ner to the shares of a noaprofit corporation,.

§ 1001. cCapital contributions- -- - - SR

SOURCE:
Derived from N.Y. Not-for-Profit Corporation Law § 502%; Pa, Corpora-
tlon Not~for-profit Code § 7541

' § 502. Members' capital contribations

{a) The eertifirate of ineorporation may provide that members, upon
or subsequent to admission, shall make capital eontributions in the
amount speeified therein. The requirement of a capital sentribution
may apply to all members, or to the members of a single olass, or to
memhers nf different elasses in different amounts or one.

(b} A member's capital contribution shall consist of moneyv or
sther properiy, tan:ible or intangible, or 1nbor or services actu-
ally received by or perflormed fur the corporation or for its bene-
Yitor in itz formation or reorgantzstion, or a combination there-
. In the ihsence of fraud .n the transiaction, the judgment of
e bosrd as to the value of the consideration received Iy the cor-
nocation shall be conclusive,

i) Neither ohligntions of the member For fulure payments
sor Tulure services shall congtitute pavment or part paynient of
omenber's capital contribution,

(d) A miember's capital contribution shall be evidenced by a
capital errtivients which shal be nur-transferable, except that
tne ceriificnte of tneavporation of 4 Type A corporation may

provide that its capital cerlificates, or some of them, may be
transferable to other members with the consent of the corpora-
tion upon specified terms and conditions.

{e) A member's capital contribution shall not be repaid or re.

deemed by the corporation except upon dissolution of the corpora-
tion or upon redemption of the capital certificate as provided
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in this chanter. A WTPOCALION cuy provide i ifs certificate of
incorporation that its capital ceri] fieates, or some of them, shaii
be redeemghle, in whole or i pist, at the oplion of the COTrpoOTiL-
tion only, at such price or priees (not to exceed the amount of
the ecapital conteibuiion), within such period or periods, and un
quch terms and conditions, rot inconsistent with this chapter, as
are stated in the certificate of inccrporation.

| = = .

§ 1002. Subventions

SOURCE:

Derived from §.Y., Not-foe-Profis Corporztion Law § 504%; Pa, Corpora-~

tion Not-for-profit Code § 7542

ir.ot-a-u"-r’
y § 504, Sohventions
{a) The certificate of incorporation may provide that the

corporation shall be authorized by resolution of the board to ac-
cept subventions from members or non-members on terms and
conditions not inconsistent with this chapter, and to issue certif-
icates therefor. Subvention certificdtes shall be nontransferable
untess ‘such resdhition provides tiaf they shall be transferable,
either at will or subject to specified restrictions.

(b} A subvention shall consist of money or otlier property,
tangible or intangible, actually ‘received by the corporation or
expended for its benefit or for its formation or reorganization,
or a combination thereof. In the absence of fraud in the trans.
action, the judgment of the board as to the value of the consid-
eration received by the corporation shall be conclusive.

(e) The rights of holders of subvention certificates shall at all
timea be subordinate to the rights of creditors of the corporation,

(d) The resolution of the board may provide that hoiders of
subvention certificates shall be entitled to a fixed or contingent
periodic payment out of the corporate assets equal to a per-
centage of the original amount or value of the subvention, but
such payment shall not exceed two-thirds of the maximum inter-
est rate authorized pursuant to section 5-501 of the pgeneral oh-
ligations law,

{e} The resolution of the board may provide that a subvention
shall be redeemable, in whole or in part, at the option of the
corporation at such price or prices {not to exceed the original

amount or value of the subvention plus any periodic payments

due or accrued thereon), within such period or periods, and on
such terms and conditions, not inconsistent with this chapter, as
are stated in the resolution.

3 {f) The resciution of the board may provide that holders of
all or some subvention certificates shall have the right to require
the corporation after a specitied period of time to redeem such
certifieates, in whole or in part, at 2 price or prices that do not
exceed the original amcunt or value of the subvention plus any
periodic payments dao or accrued thereon, wpon an affirmative
showing that the financia! condition of the corporation wilf per-
mit the required payment to he made without impairment of its




§ 1003.

operatiara or Dury o Do oeredilors TR niphl Soe rooulre re-
demption may ir addilion be condilionea upon the aceyrrence of

a specified wwent. For the purnose o enforcing their rights on-
der this parsgrapi, boiders of subvention certificates shall be

entitled fo ingpect the bwks and records of the corporation,

(g} Holders of subvention certificatas, upoa dissolution of the
crsporation, shall be «rtitied, offe - the claims of cieditors heve
been satisfied, to » repayiment o the original amount or vaiue of
the subvention nlus any pesicdic payments due or accrued there-
ott, unduss o lerser uni 13 specified {u the certificafe of incorpora-
tion or the rasciution of the borrd sencerning such subvention.

L,-‘-

Subvention certificates

SOURCE:
Derived from N.Y. Wot-for-Profit Corporation Law § 505%

§ 505. Subvention certificates

{a) Each subvention cermfzc‘tte shall be signed by the chair-
man or a viée-chairman of the board or he president or a viee-
president and the secretary or an assistant secrefary or the
treasarer or an assistant freasurer of the cerporation, and may
be sealed with the seal of the ~orporaiion or a facsimile therect,
The signatures of the officers upen a certificate meay be facsim-
iles if the certificate is countersigned by a transfer acent or reg-
istered by a registrur other than the corparation itself or its
employees. In case any officer who has signed or whose farsimile
signature has been pluced upon a cevtificate shall have ceaged to
be such officer before suen certiiicate is [ssued, it may be issued
by the corporation with the same ol foct as if he wore such officer

at the date of issyoe,
* (1) Bach subvention corvificate shall when issued siate upon
4 the face thereof:

(1) That the corporation is = Type ...... corporation
under section 113 or section 402 of the New York Not-for-
Profit Corporation Law,

{2} The name of the perscu or persons to whom issued.
i (3 The pmount of the sriveniion evidenced by such cer-
tificate,

{4} The amount of the periodic pavinent thereon, if any,
authorized by the resolution of the board.

{6) X appropriate, that the cerlificate iz redeemable and
& summary of the conditions for rademption at the option of
the corporation or ¢f the Liolder,

(6} If aprropriate, tha® the certificate is transferable,
either at will or subject to specifisd restrictions.

i (¢) The fact that the corporation is a not-for-profit COTPOra-
tion and, where appropiiate, that the ceriificate is transferable
at will or subject to restriciions, shall be noted conspicuously on
the face or beck of each such certificate.
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COMPARABLE PROVISIONS:
Pa. Corporation Not-for-prcfli Coda 4§ 7514

§ 1004, Bonds; rights of bondnolders

SOURCE:
Derived from N.Y, Net-for-Profiu Corporation Law § 506%

§ 506. Bonds and security inioresis

{a) No corporation shall issue bonds except for money or
other property, tangitle or intungible, or labor or services actu-
ally received by or performed for the corporaticn or for its ben-
efit or in its formation or reorganization, or a combination
thereof. 1n the absence of fraud in the transaction, the judg-
ment of the board as to the value of the consideration received by
) the corporation shall be conclusive.

th)"A eorporsiion may pay ressonable interest on its honds, may is
sie its bords st & reasonable discount snd muoy ymy a reasonable pre-
nium for 1he redemption thereof prior to maturily, but the holders of
its bonds shal! not be entitled at sny time to reeeive any part of the
ineome or profit of the eorporation nor st wsturity Lo receive morg than
the principal sum thereof plus interest due and avéraed thercon. In the
absenee of {raud in the transaction, the judguient ot the hoard as to the
remsonableness ef any such interest, disconnt or prentinm shall be cob-
elasive. However, with respect to bonds not a part of a publie offering,
noiwithstanding the terms of the instrument, ug wonber of a eOTpori:
tion shall he entitled to receive, directly or indireetly, a3 o holder or
beneficiary of such bond, prior te matenity or redemplion, more than
simple interest thereon at a rate egrat to the higher ot (1) the maximuin
interest authorized pursuant in seetion 5-501 of the general obligations
law or () one pereent over the primu rate of interest grenerally
] _prevailing on the interest due date in the Federat Reserve District of
2 New York, nor at mainrity or redemption, more than the prineipal suta
thereof plus any interest, not exeeeding the muximum interest herein
apecitied, due ard acerned thereon.

{e} A corporatien muay, in ite eertifieate of ircorporation or hy-laws,
coufer upen the holders of any bonds isaued or to be tssued by the
corperation, rights to inupert the corporate hooks and records and,
upon defaunlt of interest or principal, *o vete in the election of dires-
tors. The certifieafe of inecrporalion or the by-laws may apportion
the nwoher ef votos that may he east with respect 1o honds on the
hasis of the amount of bonds held.

(@) The board wmay uthorize any wortgage or pledpe of, or the crea-
tion of B security interest in, 2l or any part of the corporation's per-
sonal property, or any interest thercin. Unless the certificete of in-
corporation provides otherwise, no vote ¢« consent of the members shali
be required to approve such action by the board,

COMPARABLE PROVISIONS:

Corp. Code §§ 306%, 1109 (business corporation); Pa. Corporation
Rot~for-profit Code § 7543

§ 306. Powers nad rights of hondholders; diminishing powers
or rights by amendroent to articles. The articles may confer upon
the holders of any bonds, debentures, or other obligations issued or to
be 1ssued by the corporation, whether secured by mortgage or other-
wise, or unsecuied, any one or more of the following powers and
rights:

- {a) The power to vote on the election of directors, or on other
matters specified In the ariicles.
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Wi The right of Lsperion of pocks of account, minutes, and
other corporate vocads,

{¢; Anr other righis o iriformation concerning the finaneial
condition. of the c.rporation which its shareholders have or may
have, -

Notwithstanding any thing ic the contrary now or hereafter else-
where contained in the Geaeral Corporation Law, any such power or
rights se conferred shall not he diminished, zs to bonds, debentures,
or other obligations then ouistanuing, except by an amendment of
the articles approved by the vote Or writien consent of the holders
of a majority in principal amount thereof or such larger bercentage
as may be specified in the articles, :

§ 1005, Income from corporate activities

SOURCE : :
Derived from N.Y. Not-for-Profit Corporation Law § 508+

§ 508. ' mcome trom corporate zctivities

A corporation whose lawful activities volve amung other
things the charging of Yees o prices for ils services op products
shall have the right to receive such ineome and, in so deinr, may
make an incidenta! profit, Al suchi incidental profits shall be
applied £3 the maintenance, Cxpansion or operatior of the lawial
artivities of the eorporation, ard i no case =hall be divided or
distributed in any manner whatsoover smong the members, direc.
tors, o officers of the corporation,

COMPARABLE PROVISIONS:
Corp. Code § 9200 (nonnrnfi: corporation)*; Pa. Corporation
Not-for-profit Code § 7546

§ 9200. 1awin puarpase writhoa? distribution of gains, profits, or
dividends; Incidental business for profif. A nonprofit corporation
may be formed by three or more persons for any lawful purposes
which do not contemplate the distribution of gains, profits, or divi-
dends to the members thercof and for which individuals lawfully may
associate themselves, such as reiigious, charitable, social, educational,
or cemetery rurposes, or for rendering sexvices, subject to laws and
regulations applicable to particular classes of nonprofit corporations
or lines of activity. Carryving on business at g profit as an incident
to the main prirposes of the corporation and the distribution of as-
sets to members on dissolution are not forbidden to nonprofit corpo-
rations, but no corporatior formed or existing under this part shall
distribute any gains, profits, or dividends to any of its members as
such except upon dissolution or winding up.
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§ 1006. Dividends prohibiced; cerca’n disviibuciens allowed

SOURCE:

Derived from N.Y. Hot-for-lrafiy Sarpovation Law § 515; Pa, Corpora~
tion Not-for-profic Code 7553%
-y Lo’ PR . . *

§ 7553. mivicends prohibitsd; compeasatlon and certain

pavments authorlod
(a) Gereral rule.—70 nonprofiv ewparation shall not pay divi-
dends or distrihute any patt of ifs income or profits to its members,
directors, ur officors,

(b} Reavonable compensation for sacvices ——A nouprofit corpora-
tion may pay compensalion in a reasonable amount {o members,
direciors, or officers for services condered.

(c) Certain paymenis authorized.-— 4 notiprofit corporation may
confer banefits upon members or nosmembers in conformity with
its purposes, may repay capital contributicns, and may redeem its
subvention certificates or evidences of indelitedness, as authorized
by this article, except when the corporation is currently insolvent
or would therchy Le made insolvent or rendered unable to carry on
1ts corporate purposes; or when the fzir value of the asscts of the
corporation remaining after such conferring of benefits, payment or
redemption would be insufficient to mest iis lizhitities, A rnonprofit
corporalion may make distributions of cash or property to members
upen dissolution or fina! liquidation as permitted Ly this article,

ey

COMPARABLE PROVISIONS: )
ABA-ALI Model Non-Profilr Corpowation ot D 26

Article 2. Trust Property

ao, g

§ 1101. Property deenad nald ifu trieoh

SOURCE:

Derived from Corp. Cade § 1020847 {cozritalle carporation) and
codifies In re Los Ancozle County TPiouser Societv, 40 Cal,2d 852,
257 P.2d 1 (1953), cert. demied, 3%% U.S. 33E (1953), rehearing
denled. 346 U.3. 222 (1953}

COMPARABLE PROVISIONS:
N.¥. Not-for-Proiit Corrovaticn: Lew § 513%; Pa. Corporation Not-
for-profit Code § 7542

§ 513, Asdninbbation o ssseis reccived for specific pur-
s

{a) & corporation whiel iy, or would be if formed under thia
chapter, classified ax o Type B corporation shall hold full owner-
ship rights in any asseis conmsisting of funds or other real or
persocai property of any liad, that may bo given, granted, be-
queathed or devized to or ethervise vested in such corporation
in trust for, cr witli 2 direction te apnly the nama to, any purpose
specitied in ite certificate of incornoration, and shall not be
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deemed a trustee of a1 exoress brust of such assets. Any other
corporation subjeci to this chapler may similarly hold assets so
received, unless viherwise provided by law or in the certificate of
incorporation.

(b} Unless otherwise speciricaliy direcied in the mnstrument
by which such assets arc vested in the corporation, the board shali
be authorized to invest the same or *he proceeds thersof, separate-
ly or together with other cssets of the corporation, in such in-
vestments ss the board may in its discretion deem advisable, and
to retain any invesiment heretufore so made. The hoard M&Y
also keep such investrents or fractional interests in such invest-

ments, held by it or mnade by it, in the nama of the corporation or
in the name of a nominee of the corporation,

{c} Except as may be otherwize permitted under article eight
of the estates, powers and irusts law,! the board shall apply all
assets thus received to the purpeses specified in the instriment
by which such assets were vested in the corporation and to the
payment of the ressonable and proper expenses of administra-
tion of such assets. The board shall cause accurate accounts
to be hept of such assets separate and apart from the accounts
of other gssets of the corporation. Unlesg the terms of the par-
ticular trust instrument by which such assets were veated in the
corporation provide otherwise, the treasurer shall make an an-
nual report to the members (if there be members) or to the
board (if there be no members} concerning the assets held un-
der this section and the use made of such assets and of the in-
come thereof.

(d} For the purpose ¢of this section and of any direction with
respect to principal or income in the certificate of incorporation
or in the instrument by which such assets were vested in the
corporation, and except as cotherwise specifically provided in
such eertificaie of incorporation or instrument with respect to
the allocation of realized appreeiation, the ineome from such
assets mav include so much of the realized appreciation of prin-
cipal as the board may deem prudent, provided that the amount
or fair value of the principal of such assets as of the end of the
fiscal year in which appreciation so allocated to income was
realized, afier giving effect to soch alloeation, shall be not less
thun the amount or fair value of such assets at the time they
were ariginaliy received by the corporation. The fair value
of sueh assels mav he delermined in such manner as the board
<haill deem appropriate.

ie) This scetion shall apply to meaets hereafter received as provided
in paragraph (2} end to sssets heretofore so received and held at the
timie when this chapier takes cffeet; except thet, with regpect to assels
tield at the time when this chapter tsles effect, if the eorporation has
theretofore treated realized apprecistion as principal, the amount of

such past realized appreciation that may thereafier be transferred to in-
eonte in ANy one year shall not exceed twenty per eent of the total
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§ llo2.

§ 1103.

§ 1104,

Indefinite purposen

SQURCE:
Corp. Code § 10206(bj {charitable corporation) (same in substance as

part)*

§ 10206, Powers of corporation
3 % % e *

(b) Te receive, hold, manage, administer, ard expend property
ard funds vpon the general charitable and elocincsynary trust that
the property and funds, either as o prineipal or income or both, shall
be applied to the as:zistance and support of such charitable or cieo-
masynary institulions or objects, at such times, and 1o such axtent as
the corporation may in its judoment deem most conducive 1o (he

r public weifare. No begiiest, devise, pift, or fransier of property or
§ funds to such a corporation fora charitable seeleasesynaiz: purpose
is invalid because of indeiiniteness or uncertainty as to the purposcs
or the beneficiaries thereof, but, to the extent to which sich indefi-
niteness or uncertainty exists, it shall be resolved by the corporation
in the manner which, in its judgment,.is. most consonant with the
purpose of the donor and most eonducive to the public welfare.

]

Duty in managing trust property

SOURCE:
New

COMPARABLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law §f 512, 513; Pa. Corporation

Not-for-profit Cede 5 7550
Accumulating izcome

SOURCE:
Corp. Code § 10207 (chavitable :orporation)(same in s bstance as part)#*

10207. Sgpervision By stloruey peneral; imstitulion of cor-
rective proceedings; acceumuliting income,  Each such eorporation
shall be sulbfject at all times to examinction hy the Attorney General,
on behalf of the State, to ascertain the condition of its affairs and
to what extent, if a4 all, it mav fail to comply with trusts which it has
assumed or may depart from the general purpose for which it is
formed, In case of any such {ailure or departure the Attorney Gen-
eral shall institute, in the name of the State, the procecdings neres-
sary to correct the noncompliance or departure. IExcept as speeiabiy
approved by the Attorney Gereral-sweb o corporation shall not ac-
cumulate income for a period loager than five years.
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COMPARABLE PROVISIONS:
N.¥Y. Not~for-Profit Corporatfon Law § 513; Pa, Corporation Not-for-
Profit Code § 7550

§ 1105, Apporticmment of expenses

SOURCE:

Gorpi Code § 10208 {(charitsble corporation) (same in substance as
part)*

=" 10208, Wna-exiperpes Expenses of the corporation may be

apportioned se«ahe-enéeﬁt-aigggEary in 8 manner which seems
Just and ecuiteble sgainst the verious frust funds and
property hzld by &% the corporation , in-ike-menner-whieh
aeems-aua%-and—equétah&e-ﬁe—%ha—eerperatieng and the meeting
of such expenses shall be deemed a charitable or eleemosynary
purpose,

e
COMPARABLE PROVISIONS: |
Pa. Corporation Not-for-profit Code § 7550

§ 1106. Transfer of property to an institutional. trustee
SOURCE:
Derived from Pa, Corporation Not-for-profit Code § 7551%

§ 7551, Transfer of trust or other assets to institutional
trastes

(a) General rule.—Any nonprofit cerporation holding or receiv-
ing assets under seetion 7549 of this title (relating to authority to
take and hold trust property} may, by appropriate action of its
board of directors or other body, transfer, which transfer may be
either revocable or irrevocable, any such asscts to a corporate trus-
tee, which shali be a bank and trust company or a trust company in-
corporated under the faws of this Commonwealth or a natienal bank-
ing association having fiduciary powers and having its principal
cffice in this Commonwealth, as trustee and with like investment re-
strictions. In like manner the corporaton may transfer, which trans-
fer shall be revocable, any other part of its assets to such a corporate
trustee, subject to the same powers, restrictions and obligations
with respect to investment as are applicable to the corporation itself.

(b) Relief from Hiability.— Upon such transfer the board of direc-
tors or other body of the corporation shall be relieved of all liability
for the administration of such assets for as long as such assets are
administered by the corporate trustee.

(¢) Amount and frequency of payment.—Such corporate trustee
shall pay, at least semi-annually or at more frequent intervals if
so agreed, the nect income from such assets, which may include so
i much of the realized appreciation of principal as the board of di-
I rectors or other body of the corporation may deem prudent, to the
corporation for use and application to the purpose or purposes for
which the asscts were received by the corporation.
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COMPARABLE PROVISTONS:
Corp. Code § 10204 (charitable corporation)*; N.Y. Not-for-Profit
Corporation Low § 51la%

§ 10204. Marvagemeni of investmenis; dnance commitiee; del-
egation to bank or trust company. The articles of incorporation may
prescribe that the matier of controlling, managing, investing, and c'hs-
posing of tie property of the corporation for the purpose of earning
an income therefrom, ag distinguished from the matter of applying
property and funds to charitable and eleemosynary purposes, shall be
exclusively in a finance committee consisting of not less than three
mernbers of the board, designated or appointed in some particular
manner, The matter of controlling, managing, investing, and dispos-
ing of the property of the eorporation for the purpose of earning an
income therefrom may be delegated either in whole or in part to one
or more trust companies or banks duly authorized to conduct a trust
or banking business in this State. ’

§ 514. Transfer Of corporate property to-a trublee

(1) Auy corporation bolding or receiving assets under section 513
fAdministration et assets received for specifie purposes) may, by
appropriafe arting ol its bosrd, transter any such asseis to a corporate
Fricstees whien shill be 1 bank and trast coupany or a trust company or
Vit | dicorported under the Inws of the state of New York or a netional
banicng assoition havieg fidaviary powers and having its prinecipal
wiliee o this sfate, as frustee amd with like investment restrictions.

il1 Upos sueh transter, which may be revocable or irrevocable, the
bosrd 07 L eorporation sheld be relieved of all lisbility for the admin-
isteation of sack assets Cor as jone as the latter are ndministerad hy the
COrprRie Triusiess,

{2} Sach corporste trustee shall pay, at least semi-gnnually or at
ware lregqnen! Indervads if so agreed, the net income of such nasets,
whieh tay teelude o rauch of The reslized appreeiation of principal,
within the Lnitations specidisd in paregeaphs {(4) zad (e} of section
13 with respeet {0 assets relained by the corporation, as the rorpornte
trslee anay sdeers pradent. {e the carporation for use and application
to the specilic pipese or purposes for which the assets were received
by the rarporsiion.

(b} The certificate of incorporation may provide for the ap-
pointment of individual or corporate trustees for any or all of
the corporate property, Such appointment may be made by an
tnstrument which shall also state the purposes of the corpors-
tion for which such property is to be held, and may confer on
such trustees suck of the powers, duties or obligations of the
direclors in relation to the care, custody or management of
such property as may be deemed appronriste,

t¢) The designation of an individual or corporate trustee for
corporate property shall nol relieve any director of his duty to
the corporation under section 717 (Duty of directors and of-
ficers) to exevcise due carw in the selection of the trustee and in
the continualion or termination of the trust.
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§ 1107. Private foundazfons; rebeniion of <. exenpt status: compliance

with federal law

SOURCE: , .
Corp, Code § 9501.1 {(ncaprelfir corporation){same]

§ 1108, Court actiocn’ to protect trust property from misuse

SOURCE:
New

Article 3. Common Trust Funds

§ 1151. Authorization
§ 1152, Powers of directors or trusrees
§ 1153, Duty to pay semlannual dividends

SOURCE:
Derived from Corp. Code § 10250 (trust funds)#

10250. {a} Any corporation organized under the provisions of or
for the purposes set forth in Part 2 | commencing with Section 10000)
or Part 3 (commencing with Section 16200} of this division may, if
authorized so to do by its articles of incorporation, establish one or
more common trust funds for the purpose of furnishing investments
to such corporation or to any church, parish, congregation, society,
chapel, mission, religious, beneficial, charitable or educational
inshitution affilinted with it, or o any organization, society or
corporation holding funds or property for the benefit of any of the
foregoing, or helding funds for the purpose of supporting a bishop,

priest, religious pastor, or teacher or any building or buildings used
’ by or owned by any of the foregoing. whether holding such fands or
property as fiduciary or otherwise. MNotwithstanding the provisions of
any general or special law in any way limiting the right of any of the
foregoing or the officers or direetors thereof, as fiduciary or
otherwise, to invest funds held by thern, it shall be lawful for any of
the foregoing te invest any or all of their funds or property in shares
or interests of such conunon trust fuad or trost iunds; provided, that,
J in the case of funcs or property neld as fiduciary, such investment

is not prohibited by the warding of the will, deed oy other instrument

f creating such fiduciery relationship,
3 (b} The directors or trustees of any such common trust fund, or
i trust funds, so organized, may emicy steh officers or agents as they
think best, define their duties, and fix their compensation. They may
also appoint a trust comparny or bank as custodian of the trust estate
] and may employ an investment adviser or advisers, define their
duties, and fix their compensation. Securities which constitute part ,
or all of the trust estate may be deposited in a securities depository,
as defined in Section 30004 of the Financial Code, which is licensed
under Section 30200 of the Financial Code or exemnpted from
licensing thereunder by Section 39005 or 30006 of the Financial Code,
and such securities may be held by such securities depository in the
manner authorized by Section 775 of the Financial Code.

{¢) The directors or trustees of any such common trust fund, or
trust funds, shall pay ratably among the holders of shares or
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T . P .
beneficind cartifiontes suiannua) dividends which

L nhall spprosnratels coeed e m ol ecsl cear, the el Licome of the
raasi, o trusis

P dy The provisions of The Corpocats Soovrities Law shall not apply
the creaticn, u{i:nim_\twi.cﬂ. o tevmisation of common trust
funds ereated hersunder, nor to participation therein.

COMPARABLE PROVIATONS.
Pa. Covpnration Not-for-profilc Cede 3% 75EL-7585%

§ 7E31. Fstablishiment or use of ommon trust funds au-
thorized

fa) General rele. —Every nonprolit corporation may establish
and maintsn ong oo more corymen frust funds, the asseis of which
shail be kel snvestod and roinvested by the corporation itsell or by
a curporate trustee o which the assets have Leen transferred pur-
suant to section 7551 of this title {relating to transfer of trust or
other assets to institutionsi trusteci. Upon the payment by the
corporate trustee to the nonprofit corporation of the net income
from such asscts, for use and application fo the several participating
interests in such common trust fund, the proportionate pacticipa-
tion of exch interest in such not income shali he designated by the
corparite trustee, 1 he nonprofit corporation may, at any time,
withdraw the whalc or part of any participating interest in such
common tust fnd for distribution by it as provided in this sub-
chapter.

(h) Limitations in trust instrumnent,— Nothing contained in this
section shail be constraed 1o authorize the corporation to invest
assels of a trust o fund in any such common trust fupd contrary to
any specific Bitation or restriction cotntained in the trust instri-
ment, nor io hm rict the nuthority conferred upon the cor-
poration with respest tooanvestments by any sach trust instrument.

(¢) Eifect of goon aith mistakes- No mistakes made in good
farth, and in tho oner

ine of due care and pruderice, 1n conneciion
with the administesvon of any such common trust fund, shall be
held to exceed any power pranted to or viclate any duty imposed
aptiv after the discovery of the mistake,
1 as may be practicable under the

upon the i.f=_JI”il€>Z‘.’IL!( 1

the vorpuratien tiies nuch ac

corentnstances fo 1 the nus.aake,

L3 -
7582. Bestrictions on nvestinends

Ly

(a} Fegal investmenis--1 1o trus! instriment shall Bmit or re-

stment of cuels s

sttt the e ciy toonvestunenets of

the #1as= nu-
T may Invest
il reinvesr the assevs o0 che trust or fund e aey stich commmoen

thorized By lov as dopad fnvesinents, the corps

treret Tumd maivnnred Ly chis -:-'-r'iv.»mrlf‘n nroyided the fnvestments
romposing sieh fund o :

of wnivesiments of the class au-
Aot oof 15 sn e hield By

thotized by the Phbieiesies
fiduciaries.
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{b) Gther than Jegal fnvestroenis. - (5o feust insirument =hall
]

c

hesnvresiment of aoch ovseis tooimvestments of

rot imit or re
the cluss authorized by Juw os Topal ivvesaaests, the carporation

niay 1ave<t and renrvest the assets of the trass or famad inoany such
.
i

vammes trust feonsd smnmed Ly ke

wrpperaien, cainnoaed of such
mvestoients aeogn the hoaest evovise af the e oment of the diree-

tors or other by of the coparation they iy, afier investigation,

determine to be safe and proper ins osiments,

§ 7583. Delerimmnation of inferests

A nomprofit corporation shall invest the assets of a trust or {nod i
a comumon frust fund authorized By thes subehipter by adding such
assets thereto, and by apporlioning o participation therein to sueh
trust or fund in the proportion that the assets of the trust or fund
added thereto bears to the aggregate value of all the assets of such
common trust fund at the time of such investment, including in such
assets the assets of the trust or fund so added. The withdrawal of a
participation from such commaon trust {fund shall be on a basis of
its proporfionate interest in the aggregate value of all the assets of
such commaon trust fund at the time of sach withdrawal. The par-
ticipating interest of any trust or fund in such commmon trust fund
may from time to time be withdrawn, in whole ur in part, by the
corporation.  Upon such withdreawals the corporation may make dis-
tribution in cash, or ratably i kind, or pastly in cash and partly in
kind. Participations in such comnron trust funds shall not be sald
by the corporation to any other corporation or person, but this
sentence shall not prevent a corperate trustee designated under sec-
tion 7581 of this title {relatiog to establiz:liment or use of common
trust funds autherized) from avesting the assets of such a commen
trust fund in any collective investment fand estabilished and main-
tained by it in accordance with Inw and to which the assets com-
prising such a common trust fund are eligible contributions.

§ 7584. Amortization of premiums on securities held

If & tiond or rtier obligation for the payment of money is ac-
quired as an investrment for any common trust fund at a cost in
exeess of the par or maturity value thereof, the nonprofit corpora-
tion ay, durirg (but rot bevond) the peried that such obligation
15 held as an investment i such fund, amortize such excess cost out
of the income on such obligaticn, by deducting from each payment
of ynveme and adding to prncipal an amount equal to the sum ob-
tained by chviding such excess cost by the number of periodic pay-
ments of inuome to acerie on such obligation from the date of such
acquisition until its =aturity date,
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§ 7585. Records: ownership of assets

The nonprofit corporation shall designate clearly upon its records
the names of the trusts or iunds on behalf of which such corpora-
tion, as fiduciary or otherwise, owns a participation in any Common
trust fund and the extent of the interest of the trust or fund therelp.
No such trust or fund shall be deemed to have individual ownership
of anv asset in such eommeon trust fund, but shall be deemed to have
a provportionatc undivided interest in the common trust fund. The
ownership of the individual assets comprising any common trust
fund shall be solely in the nonprofit corporation as fiduciary or

otherwise.

§ 1154. Educational institution; membership in nonprofit corporation for
maintenance of common trust funds; distributions

SOURCE:
Corp. Code § 10251 (trust funds) (same in substance)*

— ! P B ]
8 (025t. Educatioal Institeiton; definitlon; membership ia nenprofit corporation
for malntenznce of comman trust fund: distributions

{8} "Fdocational Institution,” as used in this section, means any nonproflt cor-
poration wrganizad ynider thie provistons of Chapter 1 (coenmencing with Seetlon
28001, Divialon 21, of the Fdueation Code or under the provisions of Part--teonr—

i ¢ ' : this

or any law

1li\‘ls[uuﬁfnr the purpost of establishine, econducting or maintaining an institution laced
offering eourses beyond Ligh school and jssuing or conferring o glpioma or 10T by this
the parpsse of uffering or condacting private school instruction on the high schosl givision
or elelhentury sehool fevel und any eharitable trust organized for sueh purpose or B —
parpeses. cEdocatlonul institution,” oy uscd in this seetlon, alse mezns the Uni-

versity of California, the stute colleges, the state community colleges and sny
iixiliary organiinion, &s cdefined in Section 24034.5 of the Education Code, es-
tabli<lual for the puarpose of receiving gifts, property and funds to be used for the
bonefit of g stutle vollege.

I It =hall he Luwfut for any oducntional ingtitution to Decome s member of a
ronprafit corporadion eorporated under the laws of any state for the purpose of
maintatning & colsnon trast fusd or stmllar common fund in whieh nenprofic
organizations may commingle their funds and property for investment and to In-
vert uny adad all of ity funds, whenever and however acqulred, in such common
fund or funidses - i Fhe ense of funds of proberie held s flduclary. unlegs »
ielt investigent s not prokilited by the wordiag of the will, deed or other n-
strutpent creatings saueh flduciaey rolationstip,

[e) An edueational fustrrgiion clecting to invest in a common fund or funds under
Fie provisions of this sectien may eleet to receive distributivns from each such
Fuzel in un omnunt net to exeeed for cach fiscal year the greater of the incowe,
as delined ba Section 73003 of the Civl) Cude, accrued on its interest ju such faund
o 1 pereent of the vabue of ks interest 1o such fund as of tlwe last day of ifs next
preceding flscat year. The edueational institutivn nay expend suceh diatribetion
or diatribuations for any jawful purpose sotwithistunding the provisiuus of auy
r general or speciab lhw charseteriztug such distridition, er wny purt theceol, a3
Prineipal ar incomes—tereidedh—tiety 10 the eaxe of fueds or projerty invested UHIESB,
as fodpelary, such oxpenditure is pol preobibited by the wordingg of fiee wali, devd
or atlier instrament ceeafiog sueh Fidoneiary reiationship.  Xo sueh prolabition of
expenditury stutll be decnwed to exist solely because a wili, deed or otlier sucl

insteament, wlether exeented or in effect before or wfter the effective date of thils
weetian, dirvets or nuthoriaos the ose of only the Vinenme," or “[nterest,” or “dlv-
idends" or o trents issues or peofits" or contains wonds of )imilae smport.

wly The provistops of the Corperate Svenritios Law of 1988 «hall not appely to e
ereution, admini<tentzar ar teripipation of common trast Fumk: pathorized umder
s el ion, or Lo pravticipation sy,
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§ 1155, Application of Corporate Securities Law

SOURCE:

Corp. Code §§ 10250(d), 10251(d)(trust funds)*
vt

§ £0250. Common trust tunde
# * * ¥ *
{d} The provisions of the Corpdérate Becurities Law shall oot apply to the cres-

tion, administration, or termination of common trust funds created berecnder, ner
to participetion {herein.

§ 10231. Educatlonr! institution; detinitlon; membsrship In nomprefit nerperation
for maintenance of common trust fund; distridutions

(d]"l‘he provisions of the Corporate Seenritics Yaw of 1968 shall nit apply to the
(‘n"nnon, admbmstention or lermination of comipon trust funds suthorized under
this seetlon, o1 to partlcipation therel,

CHAPTER 7. ORGANIC CHANGES ~ =~ ~ = -~ =~~~ =* "
Article 1. Disposition of Assets
§ 1201. Disposition of all or substantially all assets

SOURCE:
Derived from N.Y. Not-for-Profit Corporation Law § 510%

§ 510. Disposition of all or substantially all sasets

ta) A sale, lease, exchange or other disposition of all, or substantially
all, the a<aets of 8 corporation way be made upon such terms and con-
ditiens and tor sueh consideration, which may consist in whole or in
part of cash or other property, real or persenal, including sheres,
hotafs or other seontities ol any other demnestie or foreign corporation
ar ecgrporntions of ainy type or kind, ax way be authorized in accord-
unee with the following proeedure:

{1} If there are members entitled to vote thereon, the
board shall adopt a resolution recommending such sale,
lease, exchange or other disposition. The resolution shall
specify the terms and conditions of the proposed transsc-
tion, including the consideration to be received by the corpo-
ration and the eventual disposition to be made of such con-
sideratian, together with a statement that the dissclution
of the corporation is or is not contemplated thereafter.. The
resolution shall be submitted to a vote at a meeting of mem-
bers entitled to vote thereon, which may be either an annusl
or a special meeting. Notice of the meeting shall be given
to each member and each holder of subvention certificates
or bonds of the corporation, whether or not entitled to vote,
At such meeting by two-thirds vote as provided in para-
graph (e) of section 613 {Vote of members) the members
may approve the proposed transaction according to the
terms of the resolution of the board, or may approve such
sale, lease, exchange or other disposition and may aunthorize
the board to modify the terms and conditions thereof.
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! £27 I1f there are ne members entitled to vote thereon,
such sale, lease, exchwige or olher disposition shall be au- -
thorized Ly the vote of at least two-thirds of the entire
board, provicad that if there are twenty-onc or more direc-
tors, the vote of & majority of the entire board shatl be suf-

L.ficivm..

r3) 1f the eorporation iz, or would be if formed under

this chapter, classific? as a Type B or Type C corporation

under fection 201, (Purposes) such sale, lease, exchange
or other disposition shall in addition require leave of the
susreme couard in the judigial distriet or of {he county court
of the courdy i whicl the corperation has s office or prin-
einal plave of carrving cut the vurposes for which it was
forme:d,

(b} After such authorization the board in its diseretion may
abapdon such sale, lease, exchange or other disposition of as_set:;,
subject to the rights of thiy parlies under any contract relaij ng
thereto, without further action or approvai,

COMPARABLE PROVISIONS:
Corp. Code §§ 3901-3903 (business and nonprofit corporationa)*; Pa.

Corporation Not-for-profit Code § 7930; ABA-ALI Model Non~Profit
Corporation Act § 44

§ 3901. Sale or transfer of all or substantially all of assets; ap-
proval of shareholders. A corporation shall not sell, lease, convey,

exchange, transfer, or otherwise dispose of all or substantially all of
its property and assets except in accordance with one of the following
subdivisions:

(1) Under Section 3200.

(b} Under authority of a resolution of its board of directors and
with the approval of the principal terms of the transaction and the
nature and amount of the consideration by vote or written consent
of shareholders entitled to exercise a majority of the voting power of
the corporation,

However, the articles may require for such approval the vote or
consent of 8 larger proportion of the shareholders or the separate
vate of a majority or a larger proportion of any class or classes of
shareholders.

§ 3902. Time of approval by shareholders. The approval of
the shareholders may be given before or after the adoption of the

resolution by the board of directors, and before or after any such
transfer or disposition.

=115=



§ 1202,

§ 1203.

§ 3903. werms and conditions of transfer; consideration. Such
sale, lease, conveyance, exchange, transfer, or other disposition may
be made upon such teims and conditions and for such consideration,
as the board of directors may deem for the best interests of the cor-
poration. The consideration may be money, property, and shares
of stock and other securitics of any other corporation, domestic or
foreign, or any of them.

Certificate of authorization

SQURCE:

Corp. Code § 3904 (business and nonprofic corporations)(substantially
the same)*

.M
§ 3904. Ceriificate of resolution and approval; efect as evi-
dence, Any deed or instrument conveying or otherwise transierring
any assets of a corporation may have annexed o it the certificate of
the seemtuy—ar-an-ase!:a%an%-saeratary-’ef-%he-eergeratiea chief
officer or any two subordinate officers , setting forth the

resolution of the board ef-direeters authdrizing such conveyance
or other transfer and (a) stating that

the property described in seid, deed, instrument or conveyance is less (‘bhe )
than substantially all of the assels of the corporation, If such be the —_—
‘ case, or (b} if such property constitutes all or substantially all of

the assets of the corporation, stating the fact ef-apprevel-thereoi-by

-----

eis that such disposition has been authorized pursuant to Section
1201 or is exempt from the requirements of that section because
the corporation has coammenced proceedings to wind up the affairs
of the corporation . Suak This_;

('c-ert:ifmate is prima facie evidence of 1he existence of the
facts authorizing suel,conveyanen or other transfer of the assets and
conclusive evidence in favar of any innocent purchaser or encum-
brancer for value.

the

Hypothecation of assets te secure corporate obligation

SOURCE:

Corp. Cede § 3900 {business and nonprofit corporations)(same in
substance)*

'-5 3900. Hypotheeation of assets to secure corporate obligation;
approval of shareholders. The hoard-ef-direetors may authorize any

mortgage, deed of trust, pledge, or other hypothecation of all or any
part of a corporation’s property, real or personal, for the purpose of
securing the payment or performance of any contract, note, bond, or

obligation. Unless the articles otherwise provide, no vote or consent
of -ﬂlﬁreheidem—ahan—bﬁnjcessary to authorize such action by the @
e e ettt

board ef-direators ,

Monny

T Y



COMPARABLE PROVISIONG: _
N.Y. Not-for-Frofit Corporation Law § 509; Pa. Corporation Not-
for-profit Code § 734G

Article 2. Merger and Comsclidation

§ 1301.

§ 1302.

Definitions

SOURCE:

Subdivisions (a) and (b) are new; subdivisions (c¢), (d), and (e)
are substantially the same as Corp. Code §§ 4101, 4102 (business
and nonprofit corporations)*.

p—r

§ 4101. Suarviving corporation and consolidated corporation de-
finel,  As wsed in this chapter, “the surviving corporation” means
the corporation info which one or more other corporations are
merged, and “the consolidated corporation” means the new corpora-
tion into which two or more other corporations are consclidated.

| =
!
§ 4102. Constituent corporation defined
A usedd in this cbhapteT, Seeastiaent. corporalica” #ueans ¢ corporation which s
werged or eonsolidaied with ohe or mere athee corporations and, 1o ease of n

merger, incladexs the surviving corporation.

COMPARABLE PROVISIONS:
N.¥., Yot-for-Profit Corporation Law § 901

Power to merge'or consolidate

SOURCE:
Derived from N.Y. Not-for-Profit Corporation Law § 901%

§ 901. Power of merger or consolidation

{a) Twn or more domestic corporations may, as provided in
this chapter: ‘

(1) Merge into a single corporation which shall be one of the
eonstituent corporations; or

{2} Consolidate into a single corporation which shall be a new
corperation to be formed pursuant to the consolidation.

L" (b} Whenever used in this article:

(1) “Merger” means a procedure of the character described
in subparagraph {a) (1).

(2) “Consolidation” means a procedure of the character de-
scribed in subparagraph (a) (2).

(3) “Constituent corporation” means an existing corporation
that is participating in the merger or consolidation with one
or mure other eorporations.

(1} “Survivirg corporation’” means the constituent corpora-
tion into which one or more other constituent eorporations are
merged.

(5} “Consolidated corporation” means the new corporation in
which two or more constituent corporations are consolidated.
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COMPARARLY PROVISIGHS:
Corp. Code § 410G (business and nonprofit corporations)*: Pa.

Corperation Net-for-proiit Code § 7971 ABA-ALI Model Non~Profit
Corperation Act § 238

< . . ,

3 4100, Merger and censolidation. Any two or more corpora-
Uons may be {a} merved into une of such corpnrations, or (b)) con-
sohdatcd‘ e & new corporation, pursuant 1o this articie,

§ 1303. Plan of merger or censclidation

SOURCE:
Derived from N.Y. Not-for-Profit Corporation Law § 90Q2#

[Fm——

§ 902. pinof merger or consclidation

(a} * The board of each corporation proposing to participate
in a merger or consolidation under section 901 {Power of merger
or consolidation) shall adopt & plan of merger or consolidation,
setting forth:

(1) The name of each constituent corporation and if the name
of any of them has been changed, the namé under which it was
formed, and the name of the surviving corporation, or the name
or the method of determining it, of the consolidated corpora-
tion. .

{2) As to each constituent corporation, a description of the
membership and holders of any certificates evidencing capital
contributions or subventions, including their number, classifi-
cation, and voting rights, if any.,

{3} The terms and conditions of the proposed merger or
consolidation, including the manner and basiz of converting
membership or other interest in each constituent corperation
into membership or other interest in the surviving or consoli-
dated corporation, ot the ~ash or other consideration to be paid
or delivered in exchange for membership or other interest in
each constituent corporition, or n combination thereof,

(4) In caze of meryer, a statemert of any amendments or
changes in the certificate of incorporation of the surviving cor-
poration to be effceted by such merper: in case of consolidation,
all stalements required {0 be included in a certificate of ineor-
poration for a ecorporvation formed wnder this chapler, except
statements as to facts nol avadlable al the time the plan of con-

i solidation s adopted by the hoard,

(5) fn case of o micrger or consolidation under section 906
(Merger or conguliiation of domuestic and foreign corporations),

a statement of anyv agreements required by subparagraph (23
{D} of paragraph (d) thereof.
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COMPARADLL PROVISICHS:
Corp. Ceds §§ 4103-4105 (business and nonprofit corporations}®; Pa,
Corporaticn Muf~for-sro¥iy Ceds § 76273 ARBA-ALI Model Noa-Profit

Corporation Act § 34

4103, The hoerd ol divec'ors ot =ech corporation secking to
merge or cousalidate she!l b resolution, appiove che terma
and eonditicrs of the progosad sgprocmect end the mede of
carrving them into eilect, =9 well a8 the mumoper and basis
of comverting the shares nf he seasivient corporatione into
ghares or other :ecurities f thae copse’idated or SUTVLVT
corporation or of a hoiding ecorpuration of wny of the constiog.
ent corporaticns

The ageeement msy provice for the Hsiribelion of 268k,
property, or cecurities, in whole or in pert, in liew of shares, to
shareholders of the ccnstituent cerpnrations or any cless of
them ; but npon sock distributicn of cash, properiy. or sseuri-
tieg, the ligbilitien of the connolidated or surviving cornoration,
ineluding those derived by it from tho aonstitnent ecrporations,
plus the amount of the sicted capital of the consolidated or
surviving corporation, shall nec excsed the value of the assets
of the consolidated or eurviving corporation.

§ 4104, Agreement for consolidation; artictes of consolidated
corporation. If the agreement is for a consolidation, it shall state the
matters required to be stated in articles of incorporation, and these
statements shall be tha articles of the new or consvlidated corpora-
tion,

§ 4105. Agresment for merper; amendmen: of artlelas of surviving corporatlon

It the agreement IS for a merger, 1 shall state any matters with respect to which
the articles of the surviving corporation are amcended, and the articles shall be
smended secordingly, without any furtbor procecdings, upon the Hiling of the agree-
ment with the Secretary of State, but with respect to urF such amendinents, the
agrecment shall .noet the regulrements of Seetlon 2631 iv identifying any nrovision
to be amended, stricken or sdded and shall set forth in full the wording of the
provislon a8 amended or added o the wording of the moended articles if they
be amended in fuli.

1f, beiween the date of the sgreement of merger and the date of 1ta Sling with
the Secretary of Etate, the zurvivieg corporation acguires auy of Its sharvs, the
refasue of which fs probibited by its articles, then whether or not the artbeles are
amended pursusnt to Bectton 1713 pries to the date of such Alirg, the authorized
number of shares of the cliss or sertes to whith such scquired shares belong Is Te-
duced to the vumber outstanding on the date of the filing of the agreement of merger

with the Secretary of State, and (be articles of Incorporation or the sgreement of
merger shall promptiy be armended tn accordance with Section 1713 to reflect such
reduction in suthorized shares or the elitmination of eguch class or series if all the
authorized shares thereof shall have been so acquired.
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§ 1304.

Approval of plan

SOURCE:
Derived from N.Y. Not-for-Profit Corporation Law § 903*

—_ f
§ 903. Approve! of plan

(a) The kward of eaci: constiluent corporation, upon approv-
ing such plan of meryer or consolidation shall submit such plan
15 a vete of the members in accoraance with the following:

{1) Notice of meating shall be given ic each member whether
or not entitied to voie. A copy of the plan of merger or con-
aolidation or an otline of the material features of the plan shall
accompany such notice.

{(2) The plan of merger or consolidation shall be approved at
a meeting of the members by two-thirds vote as provided in par-
agraph (¢) of section 613 {Vote of members)..

(3} If any merging or conseiidating corporation has no mem-
bers entitled to vote thereon, a plan of merger or consolidation
shall be deemed approved by the members of the corporation
when it is adopted by the board of such corporation pursuant to
section 902 (Plan of merger or consolidation},

(b) Notwithstanding authorization as provided herein, at
any time prior to the filing of the certificate of merger or con-
solidation, the plan of merger or consclidation may be abandoned

pursuant to a provision for such ahandonment, if any, contained
in the plan of merger or consolidation.

ﬁ

COMPARABLE PROVISIONS:
Corp. Code §§ 9701, 9702 (nonprofit corporation}*; 4107, 4112

(buainess corporation); Pa. Corporation Not-for-profit Code
§§ 7923, 7924

9701, An egreement to merge or consolidate shall be ap-
proved by the members of each rorporation. Where the mem-
bers have equal voting rights, the agreement shall be approved
by a resolution adopted by the vete of a majority of the mem-
bers or be approved by the written consent of two-thirds of the
members; or where the members have unegual voting rights,

the agreement shall be approved by a resolution adopted by
jthe vete of membery entitled to rxereise a majority of the vot.
ing power or be approved by the written consent of members
entitled to exervise two-thirds of the voting power. This see-
tian shall be applicable repardless of any limitations or re-

str‘ict@ons on the veting power of any class or classes of mem-
bership.

9702, Where the members act by vote, such voles shall be
cast ot & meeting duly called wpon notice of the time, place,
and purpose thereof, duly given fo ench member at lesst 20
days prior to the date of the meeting, except that such notice
may be waived as provided in Section 2209, Unless the notice
is waived, there chall be mailed with such notice a statement
of the general terme of the propesed agreemgent,



§ 1305. Certificate of approval

SOURCE
Derived from Corp. Code § 4110 {(business and nonprofit corporations)®

4110, After ipvroval by tie direvtors znd shereholders has
been given. the president or a vies nresident and the secretary
of an assistant seervtary of cach corperation shall execute a
errlifivare, witeh shalt Be verified Uy their cffidavit stating, in
effeet, that the ciatters set [othoin the cortifiente are true of
their unn knowledge, ond shall set forth:

fai Mhe thoe and place of tie mecting of the beard of diree-
16ps,

‘h. A rupy of the resolutien adepted by the board of direc-
tors showing approval of the terms and conditions of the agres-
ment of merger or consolidaizon,

{vi The vole in favor of the resalution.

! td) The time and place of the nweting of the shavehulbders
é' to wpprove the areeement er the fuet that weitten consents of
all sharelholders 10 appreoval

Pof e gerecment have been filed
with the seeretary of the corparation; 1iat the fenos and con-
ditinns of 1l arrecment were approved at suel meeting or by
sneh written comsent, and the ootal namber of each elass of
shares by whose vote or writtew consent the agcepment was
approvd. ‘

fey The total number of autstanding shares of cach class.

“ffy A staterient of the mailing of the notice of the time,
place, and purpose of the meeting of the sharehieldens, or, i the
nntive was witlved iesantsdu-Seetion 2200, or- if-the agree-
ment was approved by written consent of the sharcholders, a
statement of sueh faet,

(e} The wuwme of the surviving or consolidated corporation.

{h1 That the agreeent for merger or eonselidation with
(names of other ecorpurations whicl are parties to the agree-
ment) tiled with the Seerctary of State coneurrently with this
certificate, purswant to Neetinn 4113, is the agrecmment herein-
ahove pefereed fo aud sots forth the terms and conditiens ap-
proved by osaid resoiution of directars and vote or written con-
sent of shareholders.

COMPARABLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 904%; Pa. Corporatien Not~for-
profit Code § 7926; ABA-ALI Model Nonm-Profit Corporation Act § 41

§ 904. Certficate of merger or consolidation; contents

waé After approval of the plan of merger or consolidation uniess
the wwerger or consolidaiton is abandened i accordance with para-
cruph (i of seetion 903 {Approval of plan) a eertificaic ol merzer or
consatudation, entitled “Certilteate of merzer {or consclidstion} of
C and . ... .. .. inde [unmes of corporations) nler seetion
HH of the “Not-for-I'rolit Corporatien Law” shall be sigeed vl vert-
Ued op bebalf of cacd roustituen? corporation and dehvered o Ak
depestment of slute, Bt sball set torth:

(1, The stateineats reguived by cubpmrageapd
vEoseeton M2 (B an of aerper v ronseadatnr )

q - :

fad, 1o dE and B

2y The effeeiive date of the merger or consolidetion it other than
the dale of filing of the certificale of nerger or consohdation by the
department of stale.

(3) In the case of eonsolidation, any statement required to be in-
eluded i w certifieate of incorporation lor a corpocsiion formed

~121-



under this vhapier but which wus omitted under sub parmzraph (a} (4}
of section HO2

(31 The date whes the werlificate ef meorpuTatisng of fueh con-
stitiaeni corporatior wus filed by the department of stgte or, in the case
of sonstititent eorperations crested by specint law, the ehapter number
sud yvedr of passage of sack law, _

(3} The manner in whick the marger or vonsolidation wos sufhorized
with resproct ta nach constituent corporation.

(b} The surviving or consolidated corporation shalt thereafter
cause a copy of such certificate certified by the department of
state, to he filed in the office of the clerk of each county in
which the office of a constituent corporation, other than the
surviving corporation, is located, and in the office of the official
who I8 the recording officer of cach county in this state in which
real property of i constituent corporation, other than the sur-
viving carporation, is situated.

§ 1306. Amendment to the plan
SOURCE:

Derived frpm Corp. Code § 4111 (business and nomprofit corporations)
(substantially the same)*

lan of merger

Tan) . HUL Any amendment to the wepeement iy be adopted, [OF _consolida-
pran and the HUPOROH S ammended may ho approvedsstHie-moatine l tion

o [
RS EP SRR VA B A R A T FIPTRLTTORTIITR EPECCT D FOPRF D L
detet + et 5 0 o B e ek e b i

worrent—ol sush—wharaholdass, it the satne manner and by the
lan .1 sume vote as fhe ariginal spermenty [ the ascesment 50 @
e amenterd s apnrnved Ak e T IURCIITR [LUIT ) I
sthemdiedddipi coud By thie baiimd oF divectoes of viels o fhe verpe
poratiens By Hhe vl o s eidisimn it reiired Ter sppeayval
A the arisin ] sgpesieieth Rttt s oniesded shall be lan, the plan

1

signedd aned awekinowledend gl shill have cerlifimd therewith 1he

members

Appraval ot the direciors and o 1l b, i1 1he iy
plan IR s provided Dor the arieing] el shall then

eonstifide 1he mergIne or ooz it ing Mt

plan ,

§ 1307. Filing with Secretary of State; plan and certificate of approval

SQURCE:
Corp. Code § 4113 (business and nonprofit corporations) (same in
gtance)#

lan of merger
or consolida~ 8 4113, Flling with secretary of state; pgreamant and cortificats of approval
The cxecuted SETOMRERE, oF AN oxecated cobnterpart thercof, amd tie respevtive
tion , cortificate st cech constitaent corporation e s stinl] be [OF 8pproval
separately fiied wlth the Scerelary of Siate and =Lall therce mn bigime offeetsve,
and the severel partles thereto shuli be one corporilinn  Neitlher the AP T OT

any certitleste shall be Aled however nntil thore has boeey fikig with the Serretary
| él&ﬂ of mergery of State by or on behelf of caclt corporation taxed umder the Baok aini

Franchise Tax Act, the existence of which is terminabed by the merger
consolidae Corporetion \ % _ ¥ s
1421' ° or consolidation, the certificate of satistaction of tle Franehise Tux Hoxrd that all

ion
- W —— -122w

taxes imposed by said act have boen paul or secured,




§ 1308.

§ 1309,

Filing with the county clerk and recorder

SOURCE:

Coerp. Coda § 4114 (susiness and uonprofit corporations) (same in

substance)#

Frt ¥ T

4,» A oopy ol she aprceraent of werper or eonselidation
gertified by the Sceretary of Stade, shigh be filed (al “with the
eonn’y elerie of e eourey Dnowhich the prineipal office of
earls 2OnaltusiE e rposin e i Inented, (b)) ‘-.vifh’ the county
clerk of the ecunty nowhieh the prineipal office of the eor-
redinab e osamviving corporsban s faeatind, oand {('-!“ with
1.|J:' conmniy eferk of cach enunty in whieh each corpation
uehiboze the consodidased or sideviving earporaiiom }:uh-lb: redl
ety ‘

P e sbad]l also be o revardesd o the ol of tue recamiory of

i

PVErY eihEy this siate i which ane s prones1y pwned
by o eonstitnent corpereion s loented, @ cortificate preseribed

g by the Seeretary of Stade.

Effect of merger or consolidation

SOURCE: :
Derived from N.Y. Not-for-Profit Corporation Law § 905*%
LTI o )

o e g

§ 905, Effect of merger or consolidation

{2} Upon the {iling of the certificate of merger and consolidation by
the department of state or on such date subseynent thereto, net to
expeed thirty days, as shall be set forth in sueh certitiente, the nerrer
or consolidetion shall be efrceted.

{b} When sueh merger or consolidation has beer effeeted:

(1) Sach sarviving or consclidated corporation shall thereafter, con.
sistently with its certificate ol incorperation ms altered or e-tahlished
hy the merger or consolidation, possess all the richts, privileges, -
munitirs, powers and purposes ol each of the camitilnent corporations,

{2} ANl the property, real and persona:, Ineluding eiauses ol et v
and every sther aser ol ¢ach of the ronstitaen: earporaliens, shall veat
in sueh surviving or conselidited eorporation withoul Turtlier aet or
derd, excepd as otherwise provided in paragrapk thy of spetion DUT
{Approval by the Supreme Court),  Bxeopt us the vonrt may otherwise
direct, as provided in section 311 o7 the Fetatvs, Powers und Frosts
Law, any dispesition maue in the will of & person Jdving doniieitel in
this state or kb any other instrumeit excented under the laws of this
siple, taking effect wrter el merror ar vonschdition, toor foerany ot
{he vonstituent corporation: ~kzll inwne e the henelif of the SHTVIVIng
or eonsolidated corporativn. So far a3 neeessith For that nurpase,
v Tar the parpese of & Hke resnit with pespeet (o a dieposition geverned
Uy the fnw ol sny ather jurististion, the existener ot cael ranatifuent
domestic corporatiar shall he deemed o continge 1 aeel throsgh the
surviving or conselidate:! FOrpoTRLinG:.

(3} The sunviving or consolidated corporation shall nssume
and be liable Tor all the liabilities, obligations and penalties of
each of the constituent corporations. No lability or obli pation
due or to become due, claim or demand for any cause existing
against any such corporation, or any member, officer or directov
thercof, shail be released or impaired by such merger or consoli-
dation. No action or procecding, whether civil or eriminal, then
pending by or against any such constituent corporation, or any

~123u
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menr-bg:r, officer ¢r dirpefor theresf, chall abate or be diceon-
tneed by such morper oo o, aub may be enlorced
FrOseCy ted, setiled or comnrised ! as if such MEl'jI(;I" OF COnse id.-::
‘L}rm fad n_ut seeurred, oy such surviving o conselidated BOTROra-
tz10n :11&;; e subatituied in such 2ebion or special proceeding in
I=aee 0f any constituent cornoration,

) I*‘ S“P cane of oy wrtificate of meornoration of
: the swrviving covporstion shal e automaticaily amended to the
! in itz certificate of ‘nenrsoration are
s_et Terthoin the pian of inovger: and in (o case of a consoiida-
fian, itm Statoments set forth in the certificate of consolidation
end which £re required or peraiisted to be set forth in a eertifi-
eate of incorporatien of a sorporation formned under this chapter
shalt be iis certificaie of incorporation,

Lﬂﬂb

sansnlige

EPEL o

COMPARABLE PROVISTONS: _
Corp. Code § 4116 (business and nonprofit corporations)*; Pa.
Corporation Not-for-profit Code § 7929; ABA-ALI Model Non-Profit

Corporation Act § 42

§ 4116. Effect of merger or consolidation; lien on property of
coastituent corporation; pending actions and proceedings. Upon
merger or consolidation pursuant to this article, the separate existence
of the constituent corporations ceases, and the consolidated or surviv-
ing corporation shall succeed, without other transfer, to all the rights
and property of each of the constituent corporations, and shall be
subject to all the debts and liabilities of each, in the same manner as
-if the consolidated or surviving corporation had itself incurred them.

All righis of creditors and all liens upon the property of each of
the constituent corporations shalt be preserved unimpaired, limited in
lien to the property alfected by such liens immediately prior to the
time of the consolidation or merger.

Any action or proceeding pending by or against any constifuent
corporation may be prosecuted to judgment, which shall bind the
consolidated or the surviving corparation, or the consolidated or sur-
viving corporation may be proceeded against or substituted in its

plare.

~12ha



§ 1310, HMerger or consoiidaticn Luvalving loreign corporation

SOURCE :
Derived from Corp. Zode 4§ £118, 4119 (business and nonprofit
corporationsl®

* 448 Cemeatls and focagn corperaiiens: state o Ince paration of consolldajed
12 G sBFF-vheyg corperiiion; law appiioabie fo preceedings

]Y Ther juerger’ er o copsolidution of snF onmnlee of duinesbw corporntions wiih Ay
4 weoof Terelge corporaiious may e cfferted 1 (ke fomign COrporativng are

authorized by e laws of L slafe o placy msler sliel they are forned o effect
¥ such & merger or eonmsolifation : ,

In the case of consolldaiion, the censoliduted corporuaiion muy e & oorporation
orpanized ander the inws of aay state urder wihich any one of the cobstitient cor
poratlony is organized. In the cas: of meiger, the surviving corparstion may be nuy
e of Hhe consiitucnt corporations aad shail be deemed te continge e CXist under
§ thelaw: of fhe stafe of {9 lncarporaticn.

It the ronsolldaked or Aurviving corporaiion he & domestle corporaton, then the
consoitdation or merger procecdings with respect fo that corporation shall canform
to the provislons of ihis ardele governing e consolidation or merger of damesthe
corporations, or porsnant to fectlon 4124, bt if the eonsoidlated or soe iviug ear-
poratlon be & forelgn corporatics, then, subkject {0 the requirements of Sectiuns 41y7
and 4119, the consnlidation ot merger procesdings mey be in accordance with the
laws of the state of incorporation or proposed ineorporaticn of thic eonsolidated or
surviving corporation.

| H—.

4119, i the cansobliduted or surviving corporation he n
domestic corporation, the acreemens and certificate of sueh
corporation as well as the certificate of eael constituent do-
mestic corporation shall be filed in the affice of the Seeretary
of State and thereupon fhe censolidation or wmerger shall he
effective #s lo any such domestic eorporation. Each esnst)tu-
ent furchen corperation which is quelified for the transaction
of intrastate bosiness ju this state shail £o in the office of the
Becretury of Htate a certifieate of surrender of right te trans-
act infrastate business as provided for by Section G700, There
shall also Le recorded in the office of the vesorder of CYETY
county in this state in which awy real property owaed by a
comstituent corporation is lovated @ certifivate preseribed by

the Seeretary of Btare as provided fur by Seetion 4114,
s If the consoiidited or surviving eorporation be a forvien
eorporation, zich sonslitucut consobidared or merged foreion
eorporation which 1= gualified for the transactisn of intrustate
business in this state shall file in the ofive of the Becretary of
State a certificate of snrvender of its right fo transact intra-
state business as provided for by Section 6700, No filiny mead
be made in this state by or on belaid of the sarviviyr Yoreign
corporation even thowgen it be qualilfied for the trapsaction of
intrastate business. BEueh eonstituent dorsestic enrporation
shall file in the office of the Seerctary of State a copy ol the
agreement, certificate or other dueament §led by the eonseli-
dated or surviving roceirn corporation i ke stute or prhaace
of its incorporation for the purpose of clfecting the consolida-
tion or merger which copy shall be certified by the publin
officer baving official enstody of the original. or, in lieu therend,
nn exccuted counterpart of the agreement or eertificote snd
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therewrpon the consalidation or merger ~huil be offective as to
such dowestic corporation. Certified copies of suelh agreement,

T certificate or othor document siall be filed by caeh constitwent
domestic eorporation as provided in Scetion 4114 There shall
also be resorded in the office 0 the reconier of cvery rounty

L in this state in which any real property owned by a constity.
ent corpoittion is kocaiced, o certifoare presovibed by the Sece-

retary of State ag provided for by Scetion 4114,

jpmmnain

COMPARABLE PROVISIONS:

H.Y. Not-for-Profit Cexporation Law § $06%; Pa. Corporation Not-
for-profit Code § 7921; ABA~ALI Model Non-Profit Corporation Act
§ 43

§ 906. Merger or eonsolidation of domestic and foreign cor-
porations o

{2) One or more forelpn corporations and one or more domes-
tic corporations may be merged or conselidated into a corpora-
tion of this state or of another jurisdiction, if such merger or
consolidation is permilted by the laws of the jurisdiction under
which each sueh foreign corporation is incorporated. With re-
spect to such merger or consolidation, any reference in para-
graph (b) of section 901 (Puwer of merger or consolidation) to
a corporation shall, unless the context otherwise requires, include
both domestic and foreign corparations,

(b) With respect {¢ procedure, including the requirement of
approval by members, eich domestic corporation shall comply
with the provisions of this chapler relating to merger or con-
solidation of demestic corporations, and each foreign corporation
shall eomply with the applicable provisions of the law of the
jurisdiction under which it is incorporated.

{c} If the surviving or consolidated corporation is, or is to be,
a domestic corporation, 2 certificate of merger or consnlidation
shall be signed, verified and delivered to the department of state
as provided in section 904 (Certificate of merger or consolida-
tion; contents). In addition to the matiers specified in such
section, the certificate shall set forth as to each constituent for-
eign corporation the jurisdietion and date of its incorporation
and the date when its application for authority to conduet ae-
tivities in this slate was filed by the department of state or, if
ne such application has been filed, a statement to such effect.

{d} Tf the snrviving or consolidated eorporation is, or is to be, Forme:d
under the law of eny jurisdiction uther than this state:

(13 [t shall romply with the provisions of this chapter relating to
loreicn vorporations i€ it is to eonduet netivilies in this state, )

{2) It shall deliver o the departuent of state a certifiente, entitled
“Uertiieste of werper for consoludation} of ... .. and ... .. into
- {names of rorperations) ander section 906 of the Not-for.-Profit
Corpwrention Law”, which shall be signed and verified on behelf of each
constitnent domeatic and foreign corporation. It shail set forth:

(A The statemenis regquired hy subparsgraphs {a) (1) and (2] of
seetiom 902 {Plan of merger or ronsolidation }.



13} The jurisdiction and st of ineorporabion of ihe surviving or
consGiiuied IO cerperation, the diape wien s alpiication 'sr au-
thanty e cnndaed et Bhis siufe was fied by the Jepsctment
o wtale or, o ne sueh apolboation hae bopp, filed, & statement to sueh ci-
feet aned that it i5 nu® 1o oRrdue? petivites ie this cbrte antil #r applica-
o for such antheots she'l have fwen fled by surk department.

(0 The date when the vertiFienie of incarporation of cach constituen:
comestie corporelion war Nies Ey the department of atate aod the Mris.
Setion aad deite of Dienrporaiiog of enel constitnent foreign eorporation,
other thn the surviving o eonsohidated foreign corporation, and; in the
rase of enck such corparation authenzed lo eonduct activities in thiz
Alute, the date when it appiieativn for autherity waa tiled by the de-
paringul of stpte, .

[ An yrroemient that the HRCVIVIBG or consolidated fareign corpora-
fon ey be served with process in Liis stute jn auy action or pecial pro-
ceeding 1or he enforeement al any tiability or obligation of any dowmestic
rarporation or of puy furcign cerparition, previonsly smeaable fo suit
i this state, which @8 & consiitnest curporation in such merger or son-
sefidfation, and #n oagrecient flad e survivicg or consolidated fereig
vorpestion nma be suml o this state in respeet of any property frans
feered or convezed 1o i as provided in parpzvapl (e} of soetion 897 (Ap-
proval by the suprerss eone'l, or the use made of such nroperty, or any
tran=aetion in conneciion therewth, : ‘

{Ey A desipriition of the secrefary of state as its agent upon whom
process agninst it may be served in the manner w6t forth in paragraph
(b)) ol sertion 306 (Serviece of procesa), in any action or special procoed-
ing daseribed i subparageraph (1) and a post ulties siddress, within or
without {his state, to which the secrotary of state shatl il a copy of
the process in sueh getion ar speviad proceedi rige.

() The manner in which the plan of merzer or consalidation was
approved witl respect (o eaeh constitnen! domestic eorporation and that
thar meroer or vonsolmdition i< Terantled by the Lows of the Jurisdiciion
of ciwd ronstituen! foreign corporadion and is o #omphanes therewith,

{0} The eifictivi data 0! the merger or eonsalidstion il other than
the e of “Hing of the eectilicnte of menrer ar consolidation by Lhe
depurtment of stale,

L |

{e} Upon the filing of the certifieate of mergel or consolida-
tion by the department of state ar on such date subsequent there-
to, not to exceed thirty davs as shall be set sorth n such certifi-
cate, the merger or consolidation elindi e offocian,

(f} The surviving or eomsolidaled domestic ar foreign corpo-
riation shall therveafter canse n eony of such certificate, certified
by the department of sto'e vg pe filed in the office of the elerk of
each county in which the office of 4 constituent eorporation,
othier than the surviving corporation, iz located, and in the office
of the official who is the recording officer of each cotnty in this
state in which real nraperty of a corstiluent corporation, olher
than the surviving corporation, is sitgated.

(g} If toe surviving or consolidaisd carperation is, ot i= to
be, fernted under the jaw of this state, the etfect of such merger
or consolidation shall be the same as in the ense of the moerger
or consolidation of domestic corporations under section 305 (Ff-
fect of merger or consclidation). If the surviving oy consalidut.
ed corporation is, or is to he, inzorporated under the law of any
iurisdiction other than this state, the effect of snch merger or
conselidation shall be the same as in the case of the merger or
consolidation of domestic corporations, except in so far as the
Iaw of such other jurisdiction provides stherwise,
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§ 1311,
agreement

SOURCE:
Corp. Code § 4.7 fbhusi.cay

1_ 4328, Whenever & im

1T

=

11 which it was insorn

Realty of coanstitutant fereiga corporations;

I propesty in this suts comaelidates o0 nierors
forvign carporation Tursicnt t1 the awe af 1
fed, ansd
nlace provide subsianially thnt the ¢
§aereement of consclibation ar mioreer vests i

transfer by recording

and nengrofis carporations; {(same)*

“rpordtion havine any reel
wiltr another
the state or plaee
Polhat siate or
w1l fiiloe of e

N i Ian
the consalicinted [

H

i

6T RrViv
St carp
earder of
0Deriy o yucelh e,

£l avertlionte, proce i) Y
vided Tor Dy Bection <44

the

WG

g oeerporat:en fl TR real prov
; HHny vor veeeval i

s ooty an this 2ta

ditivont cop

by l:',\llj]..ig _i,, I

T

riv of tho egaFifys

ooaiiee ol the re.

[ .("J! i
i Prositeef o
Gomlaie nroprae
reinry of State

I or other officia!

( Pof the state or plaee pirsaan o the Tavws of
which the conselidaiion or merger i efiected, or (B 0 ropy
of the sgreement of consolidation ar e rre s,

plan

coriificd by the

ail imterest of the popstifyent

propoerty loeetmd iy that cannivy,

§ 1312.

SQURCE:
New

COMPARABLE PROVISIONS:

Corp. Code § 4123 (busines vorporatien)*; 1.V,

Beeretzrye of State ar other offivial of e state or place pur-
{ suant to 11::- hm's‘uf' ?'i.-‘i?i'!l the eensolidation or
fecrod, shail vest in the eonsslidated ar seiviving corperation
eorparation in oand to the real

merger ig of-

Action by the Attorney Cencral, direztor, or member

Jot-for-Profit

Corporation Law §§ 9077, a0y»

§ 4123. Remedies of discenting skareholders. When the merger
or consolidation of a corporation with one or more other COTpoTa-
tions, domestic or foreign, has been zpproved by the requisite num-
ber of its shereholders, no shareholder of the corsoration shall have
any right a‘ law cr in equity to attack the validity of the Herger or

consofidaticn, or o have “ha

1erger oF consolidation set aside or .

rescinded, except in an action to test whether the number of shares
required by statute to authorize or anprove the merger or consolida-
tion have been voted in favor thereof by persons legally entitled to
vote them; but eny holder of shares of a clasz whose terms and pro-
visions specifically set forth the amount to be paid in respect to them
in the event of consolidation or merger is entitled to payment in ac-
cordance with those terms and provisions, and any other shareholder
who did not npprove the merger or consolidation at tha meeting at
which it was approved is entitled to receive the fair market value of
his shares In the manner and upon the terms end conditions provided

in Articla 2 of this chapier.
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§ 907.  Approval by iie supreme coart

{a) Where anr consituant rorporation or the eensoiidated
corporation is, or would be if formed under thig chapter, 3 Type
B ora Tpe C corporation « nder section 201 {Parposes) of this
chapter, no certificate shall Lo [iled pursaant to section 904 (Cer-
tificate of merger or consoidation; contents) or section 906
{Merger vr concalidation of domestic and forgign corporations)
until an order spproving the nian of merger or consolidation and
aitherizing e filing of the eeriificate has heen made Ly the
supreme cowrt. as provided in this section. A certified copy of
such eorder shall be annexed to the certiticate of merger or cou-
solidation.  Application for the order may be made in the ju-
dicial distriet in which the principal office of the surviving ar
cunselidated corperation iz to b lacated, or in which the offics
of one of {he domestic consiiluent eorporations is located. The
apphication shall be made by all the constituent corporations
jointly and shaii sat forth Ly aftidavit (1) tha plan of merger or
consolidation, (2} the approval required by section 903 (Ap-
provai of plan) or paragraph (b) of section 906 { Merger or con-
solidation of domostie and foreign corporatioms) for each constit-
uent ecorpotration, (3) the oljects and purposes of each such cor-
povation to be promoted b e conselidation, (4) 2 statement of
ali propevty, and the manner m owhich it is held, and of all Ha-
bilities and of the amount 21ad sources of the annual ineome of
each sucll errooration. (53} whether any votes against adoption
of the resaiution apprming the plan of merger rr eonsolidation
were vavt il the meeting at which the rezolufion as ! adopted by
each censtituent covuoradion, and (6 facts shewing that the

consoiidation is suthorized by the laws of the jurisdictions ander
which each of the eonstituent corporations is incorporated.

() Upon the filing of the arplication the court shall fix a
time for hearing thereol and shill direct that netice theres! be
given to such persons as may be intevested, inciuding the at-
torney general, any governmental body or officer and any other
rerson or body whose consent or approval is required by section
8909 (Censent to filing), in =uch form and manner as ihe court
may preseribe. If no vobes against adoption of the resolution
approving the plan of merger or consolidation were cast at the
meeting at which the resolution was adopted by any constitzent
corporation the court may dispense with notice to anvone except
the attorney-general, any governmental body or officer and any
other person or body whose consent or approval is required by,
section 908 (Consent to filing). Any person intevested may ap-
pear and show cause why the application should not be granted.

{c} If the court shall find that any of the assets of any of
the constituent corporations are held for a purpose specified as
Type T3 in paragraph () of section 201 or are legally required
to be used for a particular purpose, but not upen a condition re-
quiring return, transfer or convevance by reason of the merger
or consolidation, the conrt may, in its discretion, direct that such
assets he transferred or conveyed to the surviving or consolidat-
ed corporation subject to such purpose or use, or that such assets
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§ 1313,

»

bo transferred ur conveyed fe the survivin x o consolidated cor-
poration ar fe one or morc ether duinesiic or Jordi am corporations
oF organizations chgaged in sebstantiaily similar aschivitles, upon
an exnress irust the ferms of whiell shal be approved hy the
couit.

(d) If the coutt stall Find that *he futeresls of non-ronsenting
metebers are or may be substantialy preildiced ir the pronosed
merger or corsciidation, tne cours mav disapprove the plan or
rasy direct a mocification thereef. Tu the ovent of 2 modifica-
ton, if the court saail find that the intercals of any members
may be substantially nrejudiced by the proposed merger or ¢on-
sol:dation a8 modifled, the conrt shall divect that the modifiod
plan b2 <ubmitied to voie of the mermbers of the cunstiivent cor
perations, or if the conrt shall fing that Lo t sueh sub-
stantial prajudice, b bl oy i e as 3o ol fled
withow! further snpoval by the wembers, 37 fre court, upon
directing & modification of the nlan of merger or consolidation,
shail direct that a further approval be obtained from members
of the constituent ecorperations ar any of them, such further ap-

1

proval shall be obtained in the manner spaeified in section 903

(Approval of plan) or section 206(b} (Merger or consolidation of
domestic and foreion corporations: of this chanter,
(e} T it shall appear, to the satisfretion of the cotrt, that the

nrovisiens of this sectior have been complied with, amd that the

interests of the consfituens corporations and the public interest

will not be adversely affected by the marger or eonsolidation, it

shall approve the merger or consolidation unon such terms and
conditions as it may prescribe.

§ 909, Consent ‘o siling

If the purposes of ary eonstitaent or consolidated corporation
would require the approval or soncent of any governmental body
or officer ar any cther person or body under seclion 404 (Ap-
provals and consen’s) o certificale of merger or consolidation
shall be filed pursuant to this arlicie uress such approval or con-
sent is endorsed thereon or annexed tirereto,

Limitation on action

SQURCE:

New



Article 3. Conversicn into Business Coiperasion

§ 1401. Definitions

§ 1402. Conversion into busincss carparation

§ 1403. Transfer of trust properie

§ 1404, Certificate of conversic:; filing; z2ifnct

§ 1405, action by the Attorney Gemeral, director, or member

SOURCE:
New

COMPARABLE #ROVISIOUNS:
LY, Hnt=for-Profit Cor-ovatdics Lay § 908+: Pa. Corporation Not-
for-profit Code §85 795 ~7u56%

3 904y, Koerger or consclidztion of business and uot-for-prof-
it corporations

{a) One or more domestic or foreign corporations which is, or
would be if formed under this chapter, a type A or type C corpora-
tion under section 201 {Purposes) may be merged or consoli-
dated into a domestic or foreign corporation which is, or would
be if formed under the laws of this state, a corporation formec
under ihe business corporation law of this state if such merger
or consolidation is not eonirary to the Inw of the state of incor-
poration of any constituent corporation. With respect to such
merger or consolidation, any reference in paragraph (b) of sec-
tion 901 of this article or paragraph (b) of section 901 of the
business corporation law to a corporation shall, unless the con-
text otherwise requires, include both domestic and foreign corpo-
rations.

(b} With respect to procedure including authorization ULy
shareholders or approval by members, each domestic business
eorporation shali comply with the business corporation law, each
demestic not-for-profit corperation shali comply with the pro-
visions of this chapter and each foreign corporaticn shall comply
with the applicable provisions of the law of the jurisdiction un-
der which it is incorporated.

{¢) The plan of merger or consolidation shall set forth all
matter required by seciion 902 of the business corporation law
or section 902 of this chapter and the ferms and eonditions of the
proposed merger or consolidation, including the manner and
basis of converting sharss, membership or other interest in each
constituent corporation into shares, bonds or other securities of
the surviving or consolidated corporation, or the cash or other
consideration to be paid or delivered in exchange for shares,

membershin or other interest in each constiluent corporation, or
a combination thereof,

cd) Atier adeption o the plan ol eecser or - onselidation by the

fanid il e Bers or cliaeholder g eaeh o constitaent corporation, wi-
Bows ti mermes dad e e abiizedones tnoacceidaire Wit Do
ol sl oY Aeetion tAnprevar by menbers) o purnoeaph th

e avetions = A athoranbion by charchoidersd v the sesirns corpon-
tian dnw, a eeriiieate ol nerger ur copssobdanan, cetitied SCesdiende
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(1) 11 Gie sareivicg or consolidated corporation is, or is to
be, a domestic corporation sueh certificate shall set forth the
statements required by section 304(a} of the husiness corpora-~
tion bow or secticn 904 {a) of this chapter and, as to each constit-
uent foreign corporation the Jurisdiction and date of its in-
corporiation and the date when ita application for authority to
conduct activities or do business in this state was filed by the
department of state or, if no such application has been filed, a
stitenent tn such effect,

VIV the surviving or ecosobislated corperziion s ot s o Le fored
wider e law ot suy Jueiafietion sfber thon :his “tale o siledr vorfillente
xudl set Yorch:

LA The stwlvowiis reguined by subpgrgrephs (811 wad 12 of
sertion B0 ot the husiness corporntion law or subpiragraphs (s1(1) and
£€2) of seetion 302 'Plan of merger or conselidation) of this ehapter,
arcl the muanney in whick the merger or vonsolidution was aathorized
with vespect (o ench constituent domostic corparaiion,

iB) The jurisdiction anid date of ineorporation of the SNFVIVing or
enngolidated foreysn corparution, the dute when bs upplication tor an-
thurity to da business in this state was [led by the departinend of stute
or, 11 o such application bes been fied, 1 stafemen?t to surh eflect and
fhat il & not (o do business in this stafe until an apphication for such
atthovity shall have been fited by such departinent.

(C)y The date when the certificate of incorporation of each
constituent domestic corperation was filed by the department of
state and the jurisdiction and date of ingorporation of each con-
stataont foreivn corporation, other than the surviving or consoli-
dated foreign corporatior, and, in the case of each such corpora-

tion authorized to do Dusiness or conduct activities i 1his state,
the date when its application for anthority wias filed Dy the de-
partment of state,

{D} An sereement ' at the surviving or consolidatod {orvign
corporation may be served with process in this state in any ac-
tion or special proceeding Iir the enforcement of any liability or
ubligation of any domesiic cornoration or of any foreign corpo-
ration, previously amenable to suit in this stale, which Is 2 eon-
stituent corporation in such merger or consolidation, and for the
enforcement, as provided in the vusiness corporition law, of
the rights ol shareholders of any constituent domestio buainess
corporation to receive payment for their shires against the sur-
viving or consolidated corpuration.

{E) An agreement that, subject to the provisions of seetinn
623 of the business corporation law, the surviving or consoli-
dated foreign corporaticn will prompily pay to Lthe shareholders
of each constituent dowmestic husiness corporation tire ameount,
if any, to which ther shall e entitled under the provisions of the
business corporation law relating to the vight of shareholders to
receive payment for their shares.

{F) A designation of the gecretary of state as his agent upon
whom process against it may be served in the manner set forth

]



tparagraph (6) of section S0G (Scrviee of processy, in any ac-
tion or specini proceeding descrihed in subfaragrant (D) and a
post offics address, within or without the state, to which the see-
retary of state sha’! wmail a 2oy of the process in such action or
apecial precesding.

(e} The ceparimont of state shall ol file 1 covtiticate deliv-

gred to it under stbparacraph (d} (23 unles: the zeugent of the
state {ax commisiion s the 1erger or consclidation is attached
therety,

cosslifsent corporalion s, or worla he it
2 uuaer this caapter, 3 fype O corporation srder seetion
Wrpesess, ne eevtificnie shall be Tiled ypursaant to thig
nounti an arder upprovi ng the nian of merger or consolida-
thun and wutherizing the 7, eertificaic has heen made
ny e supreme covrt, as provided in section 307 {Approval by
RO SUITOIm oot

(£} Upen the filing of the certificate of metger or consolida-
tion by the department of stats or on such dates subsequent
thereto, not to exceed thirty duys, as shall be set forth In such
certificate, the merger or consolidation shall e effected.

(h} The surviving or conselidated domestic or lareign corpo-
ration sihall thereaftor cause o eopy of such certificate, certified
by the department of state, to be 7ied in the office of the clerk
of vach county in which the office of a constitnent corporation,
other than the surviving cerporaiion, is located, and in the office
af the official wha ix the recording ofticer of each county in this
sliale in which real vroperty of 4 constituent carporation, othey
thun the surviving corparation, Iy artyated,

{1} When such merger or eonsolidation has been effacted :

(A) If the surviving or corsolidated cernoration js, or is to be,
formed under the law of this state, [t shall be subject to the
business corporation law snd the effect of sueh merger or con-
solidation shall be the =rme as ip the case of the mierger or con-
solidation of domestic <orporations under section 906 (Effect of
merger or consoiidation) of the business corporation law, except
that in subparagraph (b} (3} of such section the word “share-
holder” shall be read to include the ward “member” as the latter
Iz defined in this chapter.

(B} If the surviving or c.onrolidated eorporation is, or is to be,
mmeorperated under the law of any jurisdiction other than this
slate, the effect of sueh merger or consolidation shall be as pro-
vided in subparagraph (&), except insofar as the law of such
vther yurisdiction provides otherwise.
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§ 7981,  Conversion avthorized

{2) Businoss to nf"mmfit-—{‘ny business corporation oy, in
the manner provided in this subchapier, he coroverted into a nen-
profit corporation, hereinufter desipuated @5 the resulting cor-
poration,

fu) Nonprofit to busmf‘:s.---—-‘my nenproiit corporation may,
in the manner provided by this subchapier, he converted into a
bu:iness corporation, iicreinafter desigaated as the vesulting cor-
poration. ’

{c) Excoptions,—

(1) Tnis subchapter s all not acthorize any canvarsion

nvoiving:
{i} A conperative corporation.

(ii} Becelioul, benovelent, fraizrmal or fraternal beao-
fit socicties having a fodge systzm and a sepresentaiive
form of government, or transacting any type of insurance
whatsoever,

{iii} Any corporation which by the laws of this Com-
monweaith is subject to the supervision of the Depart-
ment of Banking, the Insurance ldepariment or the Penn-
sylvania Public Utility Comnuission.

{2) Parzpraph {1} of {lus subsection shall not be ronstrued
as repealing any statute which provides a procedure for the
conversion of & nonprofit corporation into an insurance cor-
poration.

ey 3 ]
§ 7952, Propossl and sdopticn of plan of conversion

(a} Preper"tir-n of olem —A plan of conversion shali be pre-
parcd, seting frriln

{3y The terms sud renditions of Lhe conversion.

{2y The wode of carrving the couversion into effect,

(3) A restalement of the criicies of the resulting corpora-

tion, which articles suall comply with the requirements of:
(i) the DBusiness Corporation Law,! if the resulting
carporation 13 & L2 3 business corporation; or

{it) this artiele i the resuliing corporation is to be a
nouprofit carporation.
-4) Such other details and provisens as are deemed de-
sirable.

{) Proposat and adoption—The plan of conversion shall he
propased and adopied, and may be terminated, in the manner
provided for the peepocal, adoption and fermination of a plan of
merger in Anicle [X of the Husiness Corporation Law ? {relating
to merger and eonsolidetion}, ir ihe case of a business corpora-
tion which proposes to convert into o nenprofit corporation, or in
Subchapter B ol this chapter (relating o merper, consolidation
and sale of asseis), in the caze of o nonprofit corporation which
Proposes o converianie a business corporation,

I -1



(¢} Rights of dissenting shareholders.—If sny shareholder of a
Lusiness corparation whish adonis o nian of eonversion into a non-
srofit corparas el o such dan of conversion and shall
camply with the proviaic Jur 313 of the Business Corpora-
for Law ¥ [relstiog (o cnting sharcholders), such
sharcholder shicd be entitd (o the #ights and remedies of dis-
senting sharcholders tiercn provice ! notwithstaading anything
te toy contracy snosubsecting foof saw tion. There shall be
fosest with, the notice of mecting of shareholders
Csa carpsition calied te aco vpon the plan of conversion

& ary of the plas and = copy of this subsection and
of section 515 of the Busiress Corporation Law.

y r

ot

i baded

Gi thie

§ 7953.  Acticles of conversion

Upon the adoptier of 1 plan of conversion by the enrporation de-
siring {o convert, as provided in this subchapter, articles of conver-
sion shall Le exccuted under the seal of the corporation by two duly
authorized officers thereof, and shall set forth :

(i} The name of the corporation and the address, including
street and number, tf any, of its registered office,

(2} The statute ander which the corporation was incorpo-
rated and the date of incorporation.

(33 If the plan is o he effective on a specified date, the hour,
i any, and the menth, day and vear of such eficctive date.

t4) The manner in which the plan was adopted by the cor-
peration.

{3} The plan of canversion,

§ 7954, Filing of articles of conversion

The articles of couversen shisl! be {ifed in the Department «of
Sate,

§ 7955. Effective date of conversion

Upao.. the filing of articles of conversion in the Department of
State, or upon the effcctive date specified in the plan of conversion,
whichever is later, the conversion shall become effective.

§ 7956. Effectof CONVersicn

{(a) Business to nonprofit.~-Upon the conversion becoming effec-
tive the corporation, if theretofore a business corporation, shall be
deemed to be a nonprofit corporation for all purpases, shall cease
to be a business eorporation and shali not thereafter operate in any
manner resulting 1n pecuniary profit, incidental or otherwise, to its
members or sharcholders. "The corporation shall remain Hable far
all existing oblignations, public ar private, taxes due the Common-
wealth or any other taxing authority for periods prior to the effec-
tive date of the conversion, and, as such nonprofit corperation, it
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shall continue to be cntitied to all asseis therefore pertaining to it
48 2 DUusers corpoIation,

(b) Nonprofit to business.—1Jpon the conversion becoming ef-
fective the corporation, if theretofore a noaprofit corparation, shall
ke deemed to Le o iness covpuration for ail purpcses, shall cease
ta bea nonprof.t corperation, nd may theeeafter operate for a pur-
Puse ur purposes resultimgs in pecvniacy profit inesdents! or other-
wise, to s vwmbers or sharcholdors, The corporation shall issue
share cerlifcates 1o vich sbareholder entitled thereto, The cor-
poration shail remain liable for ait cxisting obligations, public and
private, taxes dee the Commonwenlth ar any other taxing authority
for periods prior te the effective date of the conversion, and, as
such business corporation, it shall continue 1o be entitled to all assets
theretofore pertaining to it as a nonprofit corporation exXcept as
otherwise provided by order, if any, obtained pursuant to scction
7549(1) of this title (refzting to nondiversion of certain property].

CHAPTER 8, DISSOLUTION
Article 1, Voluntary Dissolution
§ 1501. 'Plan of dissolution"

SOURCE:
New

§ 1502. Adopting a plan of dissolution

SOURCE:
Derived from H.Y. Not-for-Profit Corporatien Law § 100Ll*

§ 1001, Plar of dissolution and dimribution of asweta

fa) The bourd shali adept n plen tor the dissciotion of the coTpOTE-
tion and the distribution of its assets. Such plan shall implemment any
provision in the certitieate of incorperation prescribing the distribntive
ruehits of members.
th) It the covporation is i Type I or Type € corporstion and has ne
assets to distribute nt the tine of dissolution, the plan of dissolution
stall inclwde 5 siaterment to that effect, and a eertified copy of suel
plan shiall be Sided wirh the aitorrey general within tes dnys nfter iis
adopiien by the beard.

COMPARABLE PROVISIONS:

Corp. Code § 4600 (business and nonprofit corporations); Pa.
Corporation Not-for-profit Code § 7961; ABA-ALI Model Non-Profit
Corporation Act §§ 45, 47
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§ 1503,

Autherization of plan to dissclve

SOURCE:
New

SOMPARARLE PROVISTIONS:
Corp. Code §§ 4600C*, 46Mi(L){(busines: and nenprofit corporations)*;
MY, hot-for-Praflic Cewnorarden Law §3 1002%, 1102{¢a){1)%; ABA-ALI

Madel Non~Frofit Corporstion At § 43

§ 4600. Eieciion by sharchoiderss; pecuired vote, AN corpo-
raton may elect to wind up s Wffairs wnd voluntarily disscle by the
vote o writien. roneent of shovebolders or members representing 50
percent or mors of the voling power,

§ 460L. Blection by directors, grounds
* * * P *

(b) A corporation which has beer sdjudged to
* be bankrupt.

§ 1002, Authorization of plan.

(8) Upon adopting a plan of dissolution and distribution of
assets, the board shall submit it to a vote of the members., Such
plan shall be approved at a meeting of members by two-thirds
vote as provided in paragraph (¢) of section 613 {Vote of mem-
bers),

(b} If there are no members entitied to vote on the dissolution
of the corporation, the plan of dissolution and distribution of as-
sets shall be deemed authorized upon its adoption by the board.

{c) Whenever a statute creating, or authorizing the formation
of, a corporation required approval by a governmental body or
officer for the formation of such corporation, dissolution ghall
not he authorized without the approval of such bodw or officer.

by The plae of diseointion and distribotion of gssels ~hall have an-
pexed thereto the approval of A iustice of the stpreice fonrt in the
Judicial districr 0 which the olfice of Lhe corporation is lorated in the
raret of @ Fype Boor Type U vorporation, god in the cuse of rny other
corparition whick bobde assets a1 the tine of dissolution lewnily re-
quired fa se aaid lar a0 it endar Tatpose, exvept thet no sueli ap-
proval stall i vequired with jespert to the BN G dissoluljon of o
cUrpanilion, relorped 1o Heoparastsnh thy ool section 1001 (Man ot
Jdszalaiion qos distehntion or assetsy, whiok has na pssels to distribyte
at the fina e stissolution nnd which hay comphicd with the requirenents
pl sk pastirraph, Anplicarig to the suprenie court tor wn order rol
b appreeial shadl be by eritiod pelition, with vertifiod ropies of the
raa preseribed by this HTHHH!HUW\NI(hﬂﬂﬂﬂ‘Hmltuwﬂ ten dovs
written avttee fo the atoresy gpenerad atenmpanied by eopoes ol sied
petition oo consenta,
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§ 1102,  sudicia dissointion; petidon by directors or mem-
hers; petitioe I case of deadlock among direc-
turs or rembers

(a) A petition for the judicial dissclution of s corporation
rnay be pregented ;

{1) By & majority of the directors then in office, or by the
members, or such of them us are designated for such purpose,
when suthorized to do so by a resolution adopted by majority
vote as provided in paragraph (¢) of section 613 {Vote of mem-
bers) (provided that, notwithstonding any provision of the eer-
tificate of incorporstion or the by-laws, & members’ meeting to
consider such a resolution may be called, nio more often than once
In &ny period of twelve consecutive months, by ten percent of
the members entitied to vote thereon or by such Jesser percentage
or number of members as may be provided in the certificate of
incorporation or by-laws), th the following cases:

. {A) The asseis of the corporation are not sufficient to dis-
charge its liabilities.
(B} Dissolution will be beneficial to the members.
{2) By ten percent of the total number of members or by any
director, in the following cases:

{A) The directors are so divided respeﬁting the management
of the corporation’s affairs that the votes requived for action by’
the bonrd cannot be obtained.

(B) The members are zo divided that the voles regquired for
the election of directors cannot be obtained.

(C} There is internal dissension and two or more factions of
members are s divided that diseolution would be beneficial to
the members,

(D) The directors or members in control of the corporation
have icoted or wasted the corporate assets, have perpetuated the
corporation solely for their personal benefit, or have otherwise
acted in an illegal, oppressive or fraudulen: manner,

(E} The corporation is no Innge- able to carry outl its purposes.
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§ 1504, Time of commencemen of preocced-gur

SOURCE :
Jerived from Corp. Coda ¢ 4634 (buslness and nunprofit corporations)*

o
!"""“§ 4634. Time ol COmUnenc. sient of proceedings, Voluntary pro-
ceedings for winding up the Sorporation are deemed to COnINence
upon the adoption of the resoiuiion of sharehclGers or divectors of
the corporation electing to wing up and dissohve, or upon the filing
with the corporation of the written consent of shareholders thereto,
However, if such broceedings are institutad bocause of the expira-
ticn of the term of corporate existence or other dissclution of the
corporation, the proceedings for winding up are deered to commenee
: &t the date of termination of its corporate existence,

COMPARABLE PROVISIONS: .
N.Y., Not-for-Profit Corporation Law § 1004; Pa. Corporation Neot-for-

profit Code § 7965; ABA-ALI Model Non~Profit Corporation Act § 45
§ 1505. Effect of commencement of proceedings

SOURCE:
Corp. Code § 4605 (business and nonprofit corporations) {substantially

o

the same as part)*

the affairs
of the cor-

§ 4603, Cezsation of busitess; noilce of commencemient of arecegifings; sharohold-

ory; crediMars ~ Poration has
When a Yoluntary procceding for whintding up FEONENL2ed the corperai e, slialt been
QORSE YO CATIY o BRele et et 10 the exient nediesy iy Ferr—thr e T
L 8 e e et s b st b s e e T YT
B L o o T T R RT N PV LN PRt

ef-é%s-huaineaa-ue-asse%ﬂg-er—be%h3»in-wﬁele-ar-ia-part for the
successful vinding up of thoss astivitias ard Lo preserve the
value of ithe cornoration't asseis pending sale or gther disposi-
tion . The directors fortawiin shall
L—— s BUBE Written motice of the comnenceraent »f the rocendimgr Tor voluptury Vet sty
“Up to be given by modl o all sharerolders and to all knowsn ereditars wnd elainants
whpse addreeses appear on the riverdy of tha COTE GGt L,

COMPARABLE PROVISIONS:
N.Y. Not~for-Frefit Corporation Law ¢ 1005; Pa. Corporation Not-for-
profit Code § 7965; ABA-ALT Model Mon-Profis Corporartion Act § 45

§ 1506. Filing certificate of comuencement of proceedings

SQURCE:
Derived frowm Corp. Code { 4603 (business and noenprofit corporations)*

§ 4603. Ceriifieste of election to wind up and dissolve; filing;
signing; verification: contents. Whenever a corporation has elected
to wind up and dissolve & certificate evidencing such election shall be
forthwith filed tn the Office of the Secretary of State and a CODY

[ il
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§ 1507.

f

PUE PR TR R

thereof, certified by the Secretary of State, shall be filed in the office
of the county <lerk of the county in which the principal office of the
corporation is located,

The certificate shail be signed by the president or vice president
and the secrefary or assistant secretary, or by at least a majority of
the directors, or by one or more sharehalders or members authorized
to do so by sharebolders or members holding or representing at least
50 percent of the voting nawoer, and verified by their affidavit stating,
in effect, that the maiters se: forth in the certificate are true of their
own knowledge, and shal! set forth:

{a) That the corporation has elected to wind up and dissolve.

(b) If the election was made by the vote or written consent of
shareholders or members, the rumber of shares or memberships vot-
ing for or consenting to the olection and the total number of out-
stancding shares or memberships the holders of which were entitled to
vate on or consent to the clection.

{e) If the certificate be executed by shareholders or members
as such, that the subseribing shareholders or members were author-
ized to execute the certificate by shareholders or members holding
or representing 50 pereent or more of the voting power.

£d) If the election to dissolve was made by the board of diree-
tors pursuant fo Seetion 4601, the certificate shall alsa set forth the
vote by which the clection was made and the cireumstances showing
the corporation to be within one of the categories described in said

Section 4601,

COMPARABLE PROVISIONS:
Pa, Corporation Not-for-profit Code § 7965

Notice of commencement of proceedings

SOURCE:
Derived from N.Y. Wot-for-Profit Corporation Law § 1007 {a)*
i o e P

§ 1007. Notice to creditors; filing or barring clalms

(a) At any time after dissolution, the corporation may give a
nolice requiring all creditors and claimants, including any with
unliquidated or contingent elaims and any with whom the corpo-
ration has unfulfilled contracts, to present their claims in writ-
ing and in detail at a specified place and by a specified day,
which shall not be less than six months after the first publication
of such notice. Such notice shall be published at least once a
week for two successive weeks in & newspaper of general eircula-
tion in the county in which the office of the corporation was lo-
cated at the date of dissolution. On or before the date of the
first publication of such notice, the corporation shall mail a copv
thereof, postagze prepaid and addressed to his last known ad-
dress, to each person believed to be a creditor of or claimant
against the corporation whose name and address are known to
gr can with due diligence be ascertained by the corporation.
The giving of suel: notice shall not constitute a recognition that



WY PErson is a avoner ereditor or cloimant, and shall not revive
or make valid, or epesite a0 3 recogmition of the validity of, or
a waiver of any defense or counterclaim in respect of any elaim
spainst the oorporatian, its assefs, directors, officers or mem-
wreg, which sas been barred by an ctatute of 1 mitations or be-
somme Invilia uwy any cause, oo sn respect of whick the COFDT-

. :
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e direstors, offizers or mersbers, has any defense or

AT EITL

COMPARABLE PROVISIONS:
Corp. Code § 4605 (business and nonprofit corporations)#*; Pa,

Corporation Not~for-profit
Corporation Act § 4%

Code § 7967(b); APRA~ALI Model Non-Profit

s

] “'505'. Ceseation of pusiness: notles el commencement of proceedings; sharshold-
ars; credliors .

When a voluntary proceeding for winding up has commencad, the corporation ghall
cease to carry on busipess excent, to the extent necessary for the henefiein] winding
up thereof, and except during such period as the board of directors way deewy nec-
eS8ATY to preserve the corporation's good wil] or going-eoncern value pending & male
of its business or as3eta, or both, in whole ar in part. The direetors forthwith shall
ciuse written notice of the commencemont of the proceeding for voluntary winding
up to be given by maii o all sharebolders ang to all known creditors and elaimants
whose addresves appear on the recurds of the SOTOEAtion,

§ 1508, Function of directers in voluntary proceedingas

SOURCE:
Derived from Corp. Code §% 4300, 48] (business and nonprofit

corporations)®

i

j
:
i
3
;
§
$

il -

voluntary proceedings fev winding up or dissolution of & corporation
have been comuienced, the board of directors shail contimie to act as
a board and shall have {ull powers to wind up and settle its affairs.
If the directors have not theretotore elected officers of the Corpora-
tion pursuant to Section 823, the directors shall elect them and such
assistants as the directors dearn proper. Any act authorized or ap-
proved by 2 majority of the directars acting as a board is valid and

Fal
; § 4800. runction of directors in veluntary proceedings, When

binding as though authorized and consented 1o by all of the directors,

r

el
§ 4801. Powers and duties. The powers ard duties of the dj-
rectors after commencement of such proceedings include, but are not
limited to, the following acts in the name and on behalf of the corpo-
ration:
{a} To elect officers and to employ agents and attorneys to lig-
uidate or wind up its affairs.

SRS 25 R AT L Rk ol -l o,
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for the disposal or winding up theroat,

(¢} To carry out contvacts ang ool i
et %I“"_V _,.lll-x,”{f_.bi'l)u...:.f un'g ceileet, oay, compromise, and
Poe delits and clalras for oz agnins! the corporailon.

Y To contivtie the norduct %

iress ins~far ag necessary

(d} To defend svite brouaht apainst the corporation,

' (e} Ta sue, in the name of the corporation, for all sums due or
owing fo the corporation or to recover any of its property.

{fy To colzet any <oourts remairing unpald on subscriptions
to shares or any overpayments or unlawful distributicns,

. {g) To sell at public or privats sale, exchange, convey, or other-
wise dispose of, all or any part of the.assets of the corporation, upon
such terms and coudificns and For such considerations as such 'board
deems rexsonahle or expediens, and to execute bills ¢f sale and deeds
of conveyance in the rume of the corporation. If sale or exchange
of all or substuntially all of the assels of a corporation for profit is
m.dg for a consideration consisting {n whole or in part of sh&reg
obligations, or seeurities of another corporation, doemestic or foreign‘
Or Any consideratior. other than money, i shall be approved o rati-’
fied by the vote or writien consent of holders of shares entitled to
exercise a majority of the voting power of the eorporation, either be-
fore or after ths action of the directors,

W e 5 % 1 300 o 5 A s L I A S O AP 0L 0, 47 ' i

. (h} In general, to make contracts and to do any and all things
in the name of the corporation which may be proper or convenient
for the purposes of winding up, settling, and liquidating the affairs

il of the corporation.

COMPARABLE PROVISIONS:

N.Y, Not-for-Profit Corporation Law § 10G6; Pa. Cerporation Hot-
for-profit Code § 7957

§ 1509. Court supervision

SOURCE:
Derived from N.Y. Not-for-Profit Corporatior Law § l008%
A
§ 1008. Jurisciction of supreme court to supervige dissohs-
tlon and Liguldation

{a) At any time alier the fling of a certi’icats of dissolution
under this article, the supreme ecourt in the judicln? district
whera the of fize of the coranration was neated at the date of its
dissolutiom, in 4 speeial proceeding institnted ander this section,
upon the petition of the corporation or, in a situation approved
by the coart, upan the pewlion of a ereditor, clzimant, director,
officer, member, subscriber for capital certilicaies, incorporator
or the attorneyv-general, rmay suspend or annul the dissolution or
continve the lguidation of the corporation under the supervision
of the court an:d may make a:! auch orders as it may deem proper
n all matters ia esnnection with the dissoivtion or the windinge

M,ﬁ_gw--ﬁwm L

-ih2.



RERT JUVECERI o

e

R i AR

WWWW N DR AL 23 b o 5 H . 1 B Gt b 2 o F A o2 7

us ol ihie alfairs of £
it im iing the ponaraiioy
fowinig:

. Enuin particuin, and with-

g, resyct of the ol

(1Y The delormination of ‘e var dity of the authorization of
tive dissciution of the r
dvery of tho certificsl. o

{2y Tha

arabion and ol the wecution and de-

wocreditace and elaim-
: i baadequate, the mequire-
mofioe as the conTk mav deers IFDREr.

{4 The delermiunation

ants and, it it 1 decers

ment o seeh Turther

¢ the validiy and amount of in-
veliaily of any eloims which have Leen presented to tle corpora-
tion.

(4) The bariing of 2l ereditors ag cialmants wha Lave not
timely filed cialma ar prov.ded i sy Bhch notice, or whose
claims have been divn’lower by 1l colTt, a8 rgninast the corpors-

ncibesa,

tion, 1t asgets, divoctors, of.ieers -

(5) The determination and enforcement of the lability of any
director, officer, member or subzeriber for capital cartificates,
to the corperstion or for the liabilities of the corporation.

{6} The presenistion andg fiting of intermediate and final ae-

counts of the directors, the henring therecn, the allowance or dis-

elfowance thereol, and the discharge of (he directors, or any of
tirem, from their lnbilitics.

(7Y The adminisiratize of any truss, or tha disposition of any
property held in trust by or for the sorporation.

{2y The adequacy of o nlan of distripution.

(9} The paymcns,  sai

rietion  or compromise of claims
against the corpoeration, the retention ol assets for such purpose,
and the determnadon of the adenaacy of provisions made for
payvinent of the Dabilities oy the curporation.

(10) The dispositior or destriuetion ¢f reecrds, docurnents and
papers ot the corporadizi.,

iioang removal of o receiver under article

(1Y The appointin
o iy who miy moa direcier, officer or member of

P8 {teceive
the corporatiog

LI

(18 The lssuance of njunciions for oae ar rmere of the pur-
poses i as provided in gecti 83 {Tadunetion) .

{10y The retarn of sghseripton 12t to subaaribers for
capital certificates, snd the making of distributions, in ecash or

in kind or partly inoeach, to the rmembers.
(147 The puvment o the siave compiroller, a8 abandoned

praperiv, 07 : 5 aiwler subparcegragh (a3) {4) of section 1005
{ Procodure alter dosselution),

£15) Whice asseis wors
for a purpese spoecilied as T
2ol

qed ang held by the eorperation
e B oin paragraph (B of section

{(Tarpeses’ . or weye egally reguired to be nsed for a par-
Lieliar purg

 the distribusion o suceh assets to one or more
acmestie or Jarelyn eorporaticons or ofthel organizations engaged

Dotics anbsianlaby aushary to those of the dissalved corpo-
cegateral cad to such olhor per-

NEFIVE VRN S E Y deem proner,




(b} Wo order annulling a dissolution shall be made under this
aection if the nume of the corporation whose dissolution is to be
wanulled is ne longer available for use by such corporation, un-
lexg such enrporation submits with its petition for the annulment
f the dissofuiion a certificate of reservation of another availabje

noLhe.

te} Orders under this section may be entered ex parte, except
et if stek special proceedin £ was not instituted upon petition: of
Loe carporation, notice shall be given to the corporstion n suen
Pratier us the court may diveel. Notiee shall be given to ather
ierscls iuierested, and in such manner, as the court may deem

proper, of any hearings and of the entry of any orders un syl
matters as the court shall deem proper. All orders made byl
court under this section shall be binding upon the witorpe
general, the corporation, its directors, officers, membicrs, syi-
scribers for capita) certificates, ineorporators, creqitors NI
claimants,

COMPARABLE PROVISIONS :
Corp. Code §§ 4607, 4609-4619 (business and nonprofit corporations)*;
Pa. Corporation Hot-for-profit Code § 71968

§ 4607. Court supervislon of winding up: petition

I a corporaton is in the brocess of voluntary windiog up, the superior court
of the county in which Lhe princlpa: offlee pf the corporation iy located, upon the
petition ot {a) the corporation, or (b the halders of 5 percent or more of the ngm-
ber of ita vutstanding shares, or of () three or more creditora, or of (d) three or
more persons who have purchased homes from a coustruction corporstion, and
upon such notice to the eorporation and to other persony interested in the corpors-
tion as sharehulders op creditors as the court may order, may make orders and
adjudge as to any and al matiers concerning the winding up of the affairs of the
corporalion,

If the corpuration has, within 18 months prior to the comnmencement of the pro-
ceedings for winiding Ui boen engaged in the bushiess of constructiug, or con-
traching or subcontracting for the comstroction of bulldings fur residential 154,
e i skali, in wmakiog arders and :ldjudg!ng 2y {0 malters concerning the wing-
g up, mede such provision os It ahems reasanably NEeCessary to protect the rights
of the pLraluisers of the bR, including rights which may arise agrinst the cor-
porativn fur hreach of warranties in Ceuinection with the construction, The peo-
tection = afforded wphall extend to rights which MAY¥ ariee with respect to bulld-
bnps whase constroction was completed within 18 months prior to the commence-
ment of e procecdings fur winding up, and the ordery and deereey extending the
protectlon shall have o duration of at least 18 months after the filing o! the petl-
ton but way be nidde effcerive fuor a longerp period at the digcretion of the cgurt.

§ 4609, Determination of claims and assets available for dis-
iribution to sharcholders, The jurisdiction of the cowrt includes the
settlement or determination of all claims of every nature against the
corporation or any of its property, or the amount of money or uassets
required to be retained to pay or provide for the payment of such
claims, or any claim, or the amount of maoney or assets available for
distribution among shareholders from time to time. The court may
order the bringing in of new Parties as it deems proper for the detor-
mination of all questions and mattars,

~1hk.



§ 4611. Accounts of directors. 'The jurisdiction of the court
includes the prescentation and the filing of intermediate and final ac-
counts of the divectors and hearings thereon, and the allowance, dis-
allowance, or settlement thercof, and the discharge of the directors
from their duties and liabilities,

§ 4612. Appointment and powers of referees. The jurisdiction
of the court includes the appointment of a referce to hear and deter-
mine any or all matters, with such power or authority as the court
or judge may deem proper.

§ 4613. Filling vacancy in board of directors. The jurisdiction
of the court includes the filling of any vacancies in the number of
directors which the directors or shareholders are unable to fill,

§ 4614. Removal, election, and appoinfment of director. The
Jurisdiction of the court includes the removal of any director if it
appears that he has been puilty of dishonesty, miseonduct, neglect,
or abuse of trust in conducting the winding up, or if he is unable to
act. The court may order an election to fll the vacancy so caused,
and may enjoin, for such time as it considers proper, the reelection
of the directors so removed; or the court, in lieu of ordering an elec-

tion, may appoint a director to fill the vacancy caused by such remov-
al. Any director so ap:pointed by the court shall serve until the next

annual meeting of sharcholders or until his successor is elected or
appointed.

§ 4615, Notice of hearing or order. The jurisdiction of the
court includes the notice to be given of any hearing or any order,
Except in the case of notices for which special provision is made in
this division any notice may be given by mail if so ordered.

§ 4616. staying actions and proceedings. The jurisdiction of
the court Includes staying the Prosecution of any suit, proceeding, or
action against the corporation and requiring the parties to present
and prove their claims in the manner required of creditors.,

-145.



§ 4617. Provision for satisfaction of unpaid claims. The juris-
diction of the court includes determining whether adequate provision
has been made for payment or satisfaction of all debts and Habilities
not actually paid.

§ 4618. Revocation of election to wind up and dissolve; condi-
tions for protection of shareholders and ereditors. The jurisdiction
of the court includes the revocation of the election to wind up and
dissolve by the shareholders, and the making of orders for the with-
drawa! and termination of proceedings to wind up and dissolve, sub-

jeet to conditions for the protection of shareholders and creditors,

§ 4619, Order of dissolution. The Jurisdiction of the court in-
cludes the making of an order, upon the allowance or settlement of
the final accounts of the directors, that the corporation has been
duly wound up and is dissolved, which order shall meet the require-
ments of Section 5204 of this code as to contents. Upon the making
of such order, the corporate existence shall cease except for purposes
of further winding up if needed.

§ 1510. Presentation and proof of claims

SOURCE:
Derived from Corp. Code § 4608 (business and nonprofit corporations)*

§ 4608. Presentation and proof of claiins

durisdiction. The jurisdietion of the court includes the presenta-
tion and proof of all claims and deniands aoainst the corporaticn,
whether due or not yet due, contingent, unlinuidated, or SGUNUIRE
only in damages, and the barring from participation of creditors and
claimants failing to make and bresent claims and proofs as requirert
by any order.

Barring claims for lack of timely presentation and proof, .1
creditors and claimants may be barred from purticipation in any dis-
tribttion of the general assets if thev fuil to make and prosent ohons
and proofs within such time as the court may direct, which shall noi
be less than four nor more than six months aftor the first publiea-
tion of notice to creditors unless jt appears by afidavic that there
are no claims, in which case the time limited may be three maonths,
If it is shown that a elaimant did riot receive notice becatise of ab-
sence from the State or other cause, the court may allow z elaim to by

filed or presented at any time before distribution is completed.
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Notice to gredizor:
itors shall he puhls! :
tive weeks in some newspaier oF
county in wiuch trne praw ot el L0 wteg, or, i there s no such
newspuper published in that coumty, in such NRWSPARer as may be
designated by the court, oo 'ors and claimants to make and
present claims and proafs o toe 2G5, ut the place, and within the
time lmited by the order. A C0py ¢ ihe netiee shall be mailed to
each person shown a3 a rreditor op C&uiizan LY the books of (he Cor-
poration, at Lis lust krown address.,

maaing. Suck netice to cred-

. Secured claims; effoct of fuilure tu proseat. Holders of sceured
claims may prove for the whoir deit p order fo realize any defi-
ciency. If such creditors fail o vresimt thelr clzims they shall be
barred only as to any right tc cioim ag.inst the general assets for
any deficiency ia the amount reaiized on their Security.

) Unmatared, coatingent, or duputed eiims. Before any distribu-
tion is made the amount of any unmatured, contingent, or disputed
claim against the corporation which has been presented and has not
been disallowed, or such part of any such claim as the holder would
be entitied to if the claim were due, established, or absolute, sha)l be
paid into court and there remain to be paid over to the party when
he becomes entitled thereto, or if he faiis to establish his claim, to be
paid over or distributed with the clhor assots of the corporation to
those entitled thereto, or such sther provision for the pavment of
such claim shall be made as the court may dacm adequz;te. if a

e T R AR ST A 7 i e s i T e A A e ettt . -

creditor whose «latn has been aliowed Bt is nst vet due consents to
the payment of the prescut viive of his olaim he shall be entitled to
its present valus upon digtriboiian.

Limitations of actizn vn rofooted calce, Suils against the cor-

5 poration on claims which havs gea. rojocted sha?l ne commenced

g within 30 davs aiter written notive o7 rejection thercof is given to
the claima:t.

| -

COMPARABLY PROVISIONS:
N.Y. Not-for-Profiv Corporatics low § i007#%: Pa. Corporation Not-
for-profit Code § 7071

§ 106G+, Nuiige 10 crewsors; fiting or burring olaims

(a) At any time aficr clasolution, the corporation may give u
notice requiring all ereditors and coiranis, incuding any with
unliguidated or contingent ¢luiws nnd snv with whom the corpo-
ration has anfulfilied contracts, to present their claims in writ-
ing and in detai! at a specificd wiee and by a specified day,
wiiich shall not i Tess than six mmonths affer the first publication
of such notice. Such nolies shall be pubiished at least onee a
week for twa successive weceks in a newsnaper of general cireula-
twon in the county in which the office of the corporation was lo-
cited at the date of dissolution. On or before the date of the
first publication of such notice, the corporation shall mail a copy

-1y



§ 1511,

thereof, postage prepaid and addressed to his last known ad-
dress, to each perscn believed to be a creditor of or claimant
against the corporation whose name and address are known to
¢r can with due diligence be ascertained by the corporation.
The giving of such notice shall not constitute a recogmition that
any persen is a proper creditor or claimant, and shall not revive
or make valid, or operate as a recognition ol the validity of, or
a waiver of any defense or counterclaim in respect of any claim
against the corporation, its assets, directors, officers or mem-
ors, which has been barred by any statute of limitations or be-
come invalid by any cause, or in rezpect of which the corpora-
tion, it directors, officers or members, has any defense or
coutnierelaim. '

{b} Any cleims which shall have heen filed as provided in such notiee
and which shall be disputed by the corporation may be submitted for
determination to the supreme court under section 1008 (Jurisdiction of
suprenme court to supervise dissoiution and liquidation). A claim filed by
the trustee or paying agent for the holders of bonds or eoupons shall
have the seme effect as if filed by the holder of any such bonds or
roupons. Any person whose elaim is, 8t the date of the first publi-
cation of such notice, barred by any statute of limitations is not a
creditor or claimant entitled to any notice under this seetion or see-
tion 1008. The cluim of any snch Terson and all other elzims which are
not timely filed us provided in such notice except claims which are the
subject of litigation on the date of the first publication of such notice
and all elnims which are so filed but are disallowed by the court under
section 1008, shall be forever barred as sgainst the corporation, its as-
sets, directors, officers and members, exeept to such extent, if any, as the
court may allow them against any remaining assets of the corporation
in the case of a creditor who shows satisfactory resson for his failure
to file his claim as so provided. If the court requires a further notiee
under section 1008, any reference to a notice in this section shall, to
the extent that the court so orders, mean such tfurther notice, ¢xcept that
a claim which has been filed in accordance with & notice under this sec-
tion need not be refiled under such farther notice,

(c) Notwithstanding this section and section 1008, tax claims
and other claims of this state and of the United States shall not
be required to be filed under those sections, and such claims shall
not be barred because not so filed, and distribution of the assets
of the corporation, or any part thereof, may be deferred untit
determination of any such claims,

tel} Laborer's wares sholl e prelerred el el ere o o jraby-
went betore any other credficors owl of the assel. o The volcnntion .
exeess of vulid prior hens or eonemnbrances,

Deposit of amount due

SOURCE:
New

-148.



COMPARABLE PROVISTIONG:
Corp. Code § 5010 (business and nonprofit corporations)*; N.Y. Not-
for-Profit Corporation Law § 1005 (a) {43*

§ 5010. Unclaimed depos!t, dividend, or debt; depoait of amount due

Te thoee is any unclained deposit or dividend payable, or any debt owed, hy
A vorporativi: o pracess of winding up or dirsolution, to any person whose where-
almils s unkeown to the Jdirectors, trustees, or ather persons condacting the
wikling up, they may deposit the Amount due such person with the Stete Treas-
urer or with <ome hank, or trast compauy In this State, at intereat, it posstble,
¥ the deposit s made in u bank, or trust company. The deposit ghall be ascom-
panied with a statement of the name of the person entltled to the deposlt, divi-
demi. or aiebr, the time when the deposit was made, the dividend declared, or
the debt crceated, and any information possessed gz to the residence of the per-
son entitied to the deposit, dividend, or dehr,

§ 1005. Procedurc after (Iirss;)]utiun
(a) After dissclution:

¥ +* ¥ -+« ¥

{4) Any assets distributable to a credjtor or member who iy
unknown or cannot he found, or who is under 2 disability, shall
b:e paid to the state comptroller as abandoned property within
81x months from the date fived for the payment of the final

liquidating distribution, and be subject to the provisions of the
abandoned Property law,

§ 1512, Disposition of assets

SOURCE:
New

COMPARABLE PROVISIONS:

Corp. Code §§ 9801 (nonprofit corporation)*; 5000, 5001 (business
corporation); N.Y. Not~for-Profit Corporation Law § 1005%; Pa.
Corporation Not-for-profit Code § 7967(c); ABA-ALI Model Xon-Profit

Corporation Act § 46{d)

§ UB01. Disposition of nysats; payment of debts; distrlbution to Mambers; asscly
heid in trust; subordinate body

Upon the dissolution or winding upr of a nunproBt corporation, after paying or
adequately providing for the dubts aud obligations of the corporation, the directors
or porsens in charge of the liguidation shull divide any remuaining assets atwong
the members In gecurdance with their resprctive rights therein, or Jdispose of them
in such other mauner wy may be provided in the articles, unlesy the corporation
hiolds its asscts on wny (rust or is organized for u charitable purpose ar purposes.

If the corporation holds its assets on trost, or I8 orgenized for a charitable pur-
pose or purpeses, the assots shall be disposed ot in such manner g may be directsd
by deeree of the superior court of the county in which the corparation

has bts principsl ¢fice, upon petition therefor by the Attorney Genereal or
any persou concerned in the Liguidation, in proceedings to which the Atlurney Gon-
cral iy a party. ’

This seetton does not upply where the charter of an incorporated subordinate
tkndy s surremdered to, tuken away, or revoked by the head or nutlonal body,

<1l



§ 1005. Procedure after dissolution

(a} After dissolution:

{1} The corporation shal! carry on no activities except for ihe
purpose of winding up its affairs.

(2} The corporation shall proceed to wind up its affaivs, with
power to fulfill or discharge s contracis, colivel ts assels, sel!
its assets for cash at public ar private sale, dischuryr or pay s
liabilities, and do all other acts appropriate to Hquodute its busi-
ness,

(3) After paying or adequately providing for the payment of
its liabilities, the remaining assets of the corpeluticn shall be
distributed in the following manner:

(A) Assets received and held by the corpuration for a purpose
specified as Type B in paragraph {b) of section 201 { Purposes)
or which are legally required to be used for a particuiar purpose
shall be distfibuted to one or more domestic or foreifm corpora-
tions or other organizations engaged in activities substantially
similar to those of the dissolved corporation pursuant to a plan
of distribution adopted as provided in section 1001 (Plan of dis-
solution and distribution of assets} or as ordered bv the court to
which such plan is submitted for approvil under section 1002
(Authorization of plan). Any disposition contained in any will or
other instrument, in trust or otherwize, made before or after
the dissolution, to or for the benefit of any corporation so djs-
solved shall inure to or for the benefit of the corpuration or or-
ganization acquiring the assets of the dissolved corporation as
provided herein, and so far as is necessary for that purpose the
corporation or organization acquiring such disposition shall be
deemed a successor to the dissolved corporation: provided, how-
ever, that such disposition shall be devoted by the aequiring
corporation or organization to the purposes intended by ihe
testator, donor or grantor.

(B) Other assets, if any, shal] be distributed in accordance
with the specifications of the plan of distribution adopted as pro-
vided in section 1001 (Plan of dissolution and distribution of as-

sets) o, to the extent that the certificate of incorporation pre-
scribes the distributive rights of members, or of any class or
ciasses of members, as provided in such certificate.

(1) Any assets distributable 1o a creditor or member who is
URENOWH oF cakhot be found, or who is under a disability, shall
be paid to the state compdraller as uhandoned property within
six months {from the date fixed for the payment of the final
liguidating distribution, and be suhject to the provisions of the
abandoned property Jaw.

(I} Assets shali be distributed under a plan of distribution in
accordiinee with the foilowing order of priorities:

([} Hnlders of certificates of subvention,

(2) Holders of capital certificates,

(3) Members,
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§ 1513. Member's share in assets distributable to members upon dissolution

50URCE:
New

COMPARABLE PROVISIONS:
N.Y¥. Not-for-Profit Corporation Law § 1005(a)(3)(B}*; Pa. Corpora-
tion Not-for-profit Code § 79A7(c)

§ 1005, Procedure after dissolution
{a) After dissolution:

# ¥ A K

(3) After paying or adequately providing for the payment of
its liabilities, the remaining assels of the corporation siall e
distributed in the following manner:

X ¥+ ¥ £3 *

(B} Other assets, if any, shall be distributed in accordance
with the specifications of the plan of distribution adopted as pro-
vided in section 1001 {Plan of dissolution and distribution of as-

sets) or, to the extent that the certificate of incorporation pre-
seribes the distribative rights of members, or of any class or
classes of members, as provided in such certificate.

§ 1514. Disposition to dissolved charitable corporatioen

SOURCE:
Derived from N.Y. Hot-for-Profit Corporation Law § 1005(a)(3) (A)*

§ 1005. Erocedure after dissolution
{a) After dissolution -

b3 X * X Ed

(3} Afier paying or adequately proviiling for the Dryrmaent of
its liabiiities, the remainine assets of Lie corporatnm shail he
distributed in the foilowing manner -

{A) Assets received and held by the corporntion for o BT
specified as Type B in paragraph (b)) of section 2ot Parpnses
ar wirich are legally required to be used for 4 particular purpo.o
shall be distributed to one nr more domestic or foreign corpor..
tions or other organizations engared in activities substandiall-
similar to those of the dissoived corparation npursnant tu o plan
of distribution adopted as provided in section 1000 (Plan of djs-
solution and distribution of assets} or as ordered by the court to
which such plan is submitted for approval under section 1002

r-’-‘(~1-7!\u“r.hu::rri:5;11;1'011 of plan). Any disposition vontatned in any wit! or
1 other mstrument, in trust or otherwise, made belore or afier
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the dissolution, to or for the benefit of any corporation so dis-
solved shall inure to or for the henefis of the corporation ov or-
ganization acquiring the assefs of the ais-mived corporation us
provided herein, and so fir as is necessary fov that purnose the
corporation or organizaliva acculring such disposition shall be
deemed a suecessor to the dissolved corporation: provided, how-
ever, that such dispositien shall be devoted by the anequiring
corporation or organization to ihe purpese: intended by the
testator, donor o granior,

§ 1515. Recovery of improper distributions from nenhers or distributees

T8 SR R AT s ot e 4

SQURCE:
Derived from Corp. Code £ 5012 (husiness and nonprofit corporations)*

§ 5012. Recovery of improper distributions; ratable contribu-
tion; process of winding up defined. Whenever in the process of
winding up a corporation anv distribution of assets has been made,
otherwise than under an order of court, without prior payment or
adequate provision for payment of any of the debts and liabilities of
the corporation, any amount so improperly distributed to any share-
kolder or owner «of shares may be recovered by the corporation or
by its receiver, liquidator, or trustee in bankruptey. Any of such
sharcholders or owners may be jeined as defendants in the same ac-
tion wr brought in on the motion of any other defendant.

Shareholders or owners of shares who satisfy any Hability under
this section shall kave the right of ratable contribution from other
distributees similarly liable. Any shareholder or owner of shares who
has been compelled to return $o the corporation mere than his ratable
share of the amount needed to pay the debts and liabilities of the
corporation may require that the corporation recover from any or all
of the other distributess such propordon of the amounts received by
them upon the improper distribution as to give contribution to those
held liable under this section and make the distribution of the assets
fair and ratable, according to the respective rights and preferences
of the sharcs, after the payment or adequate provision for payment
of all the debts and Kabilities of the corporation.

As used in. this section “process of winding up” includes pro-
ceedings under this chapter and also any other distribution of assets
to shareholders made in conlemplation of termination or abandon-
ment of the corporate business.

L

il M M e 1, T e T S W VN et T T o A T ey e
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§ 1516. Revocation of election; certificate of revocation

SOURCE:
Derived from Corp. Code § 4606 (business and nonprofit corporationg)*

ﬁ450_ﬁ. * Revocation of election; certificate of revocation; sign-
ing, verification, filing; conmtents, A voluntary election to wind up

4 .
. and dissolve may be revoked .prior to distribution of any assets by
the vote or written consent of shareliolders or members representing
; no less than a majority of the voting power, or by resolution of the
§ boar_d of directors if‘ the election was by the directors pursuant to
Section 4601. Thereupon a certificate evidencing the revocation shall
be subscribed, verified and filed in the manner prescribed by Section
4603,

The certificate shall set forth;

{a) “That the corporation has revoked its election to wind up and
dissolve. o
.. (b) That no assets have been distributed pursuant to the elec-
tion.

{¢) If the revocation was made by the vote or written consent of
sharcholders or members, the number of shares or memberships
voting for or consenting te the revocation apd the total number of
owsfanding shares or memberships the holders of which were en-
titled to vote on or consent to the revocation.,

(d)} If the election and revocation was by resghution of the board
of dircctors jt shall be so stated,

L

COMPARAELE PROVISIONS:
N.Y. Not-for-Profit Corporatiop Law §§ 1010, 1012; Pa, Corporatioen
Not~for-profit Code § 7966; ABA~ALI Model Non-Profit Corporation

Act § 48

§ 1517. Action to suspend or annul dissolution

SOURCE:
New

COMPARABLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 1008(a){l)*

§ 1008. Jurisdiction of suprene court to supervise dissoli-
tion and liguidation

{a) At any time after the filing of a certifente of dissoiulin
under this arlicle, the supreme court in teo Jndicial disteiw,
wihere the office of the corporation was loealed al the dute of 4
dissolution, in u special procecding instituled noder this secion
upen the pelilion of the corparation or, in a siluation approve.
by the courl, upon the petition of a creditar, clainant, divect o
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officer, member, subscriber fur capital certificales, incorporatur
or the attorney-general, may suspend or annul the «(dissolutinn or
continue the liquidation of the corporasivi, under the supertision
of the court and may make ull sueh orders as it may deem prope:
in all matters in connection with the dissolution or the witiding
up of the aflairs of the corporation, and in particalar, and witi:
out limiting the generality of the forepoing, in res;wet of the [ol-
lowing:

(1) The determination of the validity of the authorization af
the dissolution of the corporation and of the exc-ulinn «nd e
livery of the certificate of dissolution under this article.

§ 1518. <Certificate of final windup and dissolution

SOURCE ; ' ,
Derived from Corp. Code § 5209 (business and nonprefit corporationg)*

§ 5200. Cerifficats of winging up and dissolution; verification; contents

Whon o corporation hag heer eampletely wound up without fourt proceedings
therefor, o majority of the anthortzed wumiar of directars or trustecs shall <ign
4 certiucate of winding up and dissolutlon whicrh shall be verified by their athdavit

stating, in cfeet, that the matters set forth in the certificate are true of thelr wu
knowledge., The certifeate shall state: '

fa) That the corporation has been completely wotrnd wp,

(o) Whether its koowe debts und lalilities have bevn aetually pakd, or alequut. )
peovided for, ar pald us fac as its gssets permitted, or thae it has incurrod no koow):
debts or labilities, as the case may be. If there are known delits aned liainlitles tor
payment of which adequate provision hay been made, the certifieate slall state
what provislor has Leen made, settiog forth the name and address of the corpora-
| fion, person, or governmental agency thui has assumed or guaranteed the o
wr the pame and address of the deposttary with wineh doposit s been inwite, ar
sueh other information as may be NECeEuTy Lo ehable 1he enstitor or otler [CE R
io whotnt payment ks to be made to appear and claim paynwent of the deld or liabtimy.

(@) Whether its known assets have been distributed to shurelchders ot mieinlers,
or wholly applied on aeconnt of its debts ang Labilities, or that it seqnired nn knowrn
assels, or, in the suse of o nonproflt corporation, distributed in wcecordauee with s
articles or court deeree, 8s the cose may e,

e i

COMPARABLE PROVISIONS:
Pa, Corporation Not-for-profit Code § 7969; ABA-ALI Model Non-Profit
Corporation Act § 49

§ 1519, Court order of final windup and dissolution; filing; officer's and
director's liabilicy

SOURCE: _
Perived in part from Corp. Code §§ 5202, 5203 {business and

nonprofit corporations)*

§ 5202. Petition for order of winding up and dissolution; order
to show cause; publication, If the winding up has been accomplished
wirhoat couwrt proceedings, the directors or trustees, in Leu of filing
the vertitieate of winding up and dissolution, may petition the supe-
vior oot of the county o which the prineipa! office of the corpora-
ten 1s focated for wn order decizring the corporation duly wound up

~154-



and dissolved. Such petition shall be filed in the name of the corpo-
ration.

Upon the filing of the ne*ition the court shall make an order re-
quiring all persons interested to show cause why an order shouid not
be made declaring the corporation duly wound up and dissolved, and
shall direct that the order he served by publication of a copy thercof
in a newspaper of zeneral circulation inthe county in which the prin-
cipal oflice of the corporation is located, or if there is no such news-
paper, In such newspaper as may be designated by the court, once a
week for a period of two consecutive months.

;

T - .
§ 5203.. who may conlest petition. Any persons claiming to
be interested as shareholders, creditors, or otherwise may appear in
the proceeding at any time before the expiration of 30 days from the
completion of publication of the order to show cause, and contest the
petition.

-

§ 1520. Assets omitted from winding up

SOURCE:
Subdivision (a) is the same as Corp. Code § 5402 (business and
nonprofit corporations)*; subdivision {(b) is new.
§ 5402. Assets omitted from winding up; distribution. Any
' assets inadvertently or cilierwise omitted from the winding up con-
{ tinue in the dissolved corperation for the benefit of the persons en-
. titled therelo upon disseh:tiva of the corporation, and on realization
I shall be distributed accordingly. :

COMPARABLE PROVISIONS:
Pa. Corporation Not-for-profis ¢ala | 797 (b)*

§ 7971.  Survival of remedics and rights after dissohtion

¥ ad Zl * #*

{b) Rights and assets.—The dissolution of a nonprofit corpora-
tion shall not take away or impair any property right, tangible or
mmtangible, including any right of action, of such corporation.
Should any such property right be discovered after the dissolution
of the corporation, the surviving member or members of the board
of directors or other body which wound up the affairs of the cor-
poration, or a receiver appointed by the court, shall have authority
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to enforce such property right and to collect and divide the assets
so discovered among the persons entitled thereto and to prosecute
actions tn the corporate name of the corporation. Any assets so
collected shall be distributed and disposed of in accordance with
the applicable decree of court, if any, otherwise in accordance with

this subchapter.

Article 2.

Involuntary Dissolution

§ 1601. Action for involuntary dissolution; plaintiffs

SOURCE:
Derived from

.Y, Not-for-Profit Corporation Law § 1102%

§ 1102. Judicia) dissolution; petition by directors or mem-
bers; petition in case of deadlock among direc-

tors or members

(a) A petition for the judicial dissolution of a corporatict:
may be presented :

(1) By a majority of the directors then in office, or by the
members, or.such of them as are designated for such purpose,
when authorized to do so by a resolution adopted by majority
vote as provided in paragraph {c) of section 613 (Vote of meni-
bers} (provided that, notwithstanding any provision of the cer-
tificate of incorporation or the by-laws, a members' meeting 1o
consider such a resolution may be called, no more often than once
in any period of twelve consecutive months, by ten percent of
the members entitled to vote thereon or by such lesser percentape
or number of members as may be provided in the certificate of
ineorporation or by-laws), in the following cases:

(A) The assets of the corporatinn are not sufficient to dis-

charge its liabilities,
(B) Dissolution will be beneficial to the members.

() By ten percent of the total number of members or by any

;
)
_?
é

|
f
;

director, in the following cases:

{A) The directors are so divided respecting the managenient
of the corporation’s affairs that the votes required for action by
the board cannot be obtained.

(B) The members are so divided that the votes required for
the election of directors cannot be obtained,

{C) There is internal dissension and two or more factions of
members are so divided that dissolution would be beneficial to
the members.

{D) The directors or members in control of the corporation
have looted or wasted the corporate assets, have perpetuated the
corporation solely for their personal benefit, or have otherwise
acted in an illegal, oppressive or fraudulent manner.
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(E) The corporation is no longer able to earry out its DPUIDOSEs.

(1) In any procecding for jusiicial disselution the attorney-
general shall be a necessary party.

COMPARABLE PROVISIONS:

Corp. Code § 4650 (business and nonprofit corporations)*; Pa,
Corporation Not-for-profit Code § 7981; ABA-ALI Model Non-Profit
Corporation Aet § 54

4650. A complaint for imveluntary winding up or disselu-
tion of a corporation other than one subject to the Bank Aet,
the Public Utilities Act, the Building end Loan Assoeiation
Act, or Article 14 (commeneing with Section 1010} of Chap-
ter 1 of Part 2 of Division 1 of ibe Insurance Code may be
filed in the superior court of the county in which-the principal
office is Joeated by the persons deseribed in any of the follow-
ing subdivisions:

" (a) One-half of the directors.

(b} A shareholder or shareholders whe have been record
holders for a period of not less than stx months and who hold
not less than 334 percent of the number of outstanding shares,
exclusive of shares owned by persons who are alleged in the
eomplaint and subsequently found by the gourt to have per-
sonally participated in any of the transactions enumerated in
subdivision (e) of Section 4651.

{¢) Any shareholder if the reason for dissolution is that the
period for which the eorporation was formed has terminated
without extension thercof.

§ 1602. Grounds for disseolution

SOURCE:
Derived from Corp. Code § 4651 (business and nonprofit corporations)#

o

o el
§ 4651. Verified complaint; contents; grounds for action. The
court, upon filing of a verified complaint, may entertain proceedings
for the involuntary winding up or dissslution of such a corporation,
when it is shown that any one or more of the following reasons exist:

(a) The corporation has abandoned its business for more than
t  One year.

] (b} The corporation has an even number of directors who are
equally divided and cannot agree as to the management of its affairs,
so that its business cannot longer be conducted to advantage or so
that there is danger that its property and business will be impaired
and lost,

{c) The holders of the voting shares of the corporation are so
divided into factions that they cannot agree upon or elect a board of
directors consisting of an uneven number.

S B £ e
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(d) There is internal dissension and two or more factions of
shareholders in the corporation are so deadlocked that its business
cannot longer be conducted with advantage to its shareholders.

(¢) The directors or those in control of the corporation have
been guilty of persistent fraud, mismanagement, or abuse of author-

T I s i B e e, M- o

ity, or persistent urniuirness toward minority shareholders, or its
property is being misapplied, wasted, or lost by its directors or of-
ficers.

(f) The liguidation is reasonably necessary for the protection
of the rights or interests of any substantial number of the share-
holders, or of the complaining shareholders,

} {g) The period for which the corporation was formed has ter-
;i minated without extension of such period,

COMPARABLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 1102*, Pa. Corporation Not-
go;’;profit Code § 7981; ABA-ALI Model Non-Profit Corporation Aet

§ 1102. Judicial dissolution; petition by direetors or ment-
bers; petition in case of deadlort among direc-
tors or members

(a) A petitien for the judicial dissolulien o7 @ corporation
may be presented :

t1) By a majority of the directors then in office, or Ly e
niembers, or such of them as wre designaled Tor such purpse.
when authorized to do so by o resolution adopted by majority
vote as provided in paragraph ic) of seclion 613 {Vole of mem-
bers) (provided that, notwithstanding any provision »f the cer-
tificate of incorporation or the by-laws, & members’ mecting to
consider such a resofution may be called, ny more often than once
in anv period of tweive con=c.utive months, by {en percent of
the members entitled o vote thereon or by such lesser percentage
or number of members as mav Le provided in the certificate of
incorporation or y-laws), in the following cases:

{A) The aszsels of the corporatinn are not sufficient Lo dis-
charge its liabilities.

{B) Dissoiution will he bencficial to the memiwrs.

(2} By ten percent of the total numbey of menbers or hy any
director, in the following cases:

(AY The directors are so divided respecting the management
of the covporation’s aifairs thal the votes required for action by
the hoard cannot be oltained.

{B3Y The members are so divided that the voles required Tor
the clection ol diveelors cannot he obtained.
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(U There is internal diveension and iwo of more Sctions of
t would be benelicizl e

members ure an divided that dissoluiio
the memlurs,

(D) The diveciors or imamnbers in control of the corporalion
have looted or wasted the corporaie nssels, Juive perpetuated the
corporation sclely for their persona! benelit, or lune otherwise
acted in an juepnd, opnressive or raudulent manner.

{10 The enrporation i« no lenger able {o carry out ite purposes.

th) in any procecding {or judicial dissolution the attorney-
general slicn] be a necessary party.

§ 1603, Grounds for action brought by Attorney General

SQURCE: .
Derived from Corp. Code §§ 4690, 4691 (business and nonprofit

corporations)*

4 Phe Atorney Goneral may bring au aclion asainst
ary corporition or purporieil carporation, in the uame of the
peopie o this state apes Lis own informaion, or apon com-
plaint of @ private oy, s procure i imilenent Jissolving the
corporation and annudling, vaeating, or forfeiling its corpo-
pute existener upon any of the fobuwing grounds:

i) The corporaticn L servivusly offended agaivst any
provision af the statntes reguiatony varparations,

iy The corparation fravsdielently has abused or usurped
curpuritie PrIViieges or powers

fe; The eorporation has vielated any provision of law by
any act or detault which amder the law s o ground of fur-
feiture of corporate exastenes,

e 1d) The eorporation lias failed to pay to the Franchise Tax
Board for a period ef five yoars any tax imposed upen it by the
Bank and Corporation Tax Law.

g Al e L R N 0

S

§ 4691. |Notice to correct violation or deficiency; condlfion
precedent to action. However, if the cause of action is a matter or
act which the corporation has done or omitted to do that can be cor-
rected by amendment of its articles or by other corporate action,
such suit shall not be maintained unless (a) the Attorney General, at
f  least 30 days prior to the institution of suit, has given the corpora-
i tion written notice of the matter or act done or omitted to be done,
I and (b) the corporation has failed, neglected, or refused to institute
’ proceedings to correct it within the 30-day period or thereafter fails

to prosecute such proceedings.
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§ 1604.

COMPARAFRLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 110l; Pa. Corporation Not-

for-profit Code § 7990%; ABA-ALI Model Non-Profit Corporation
Act § 51

§ 7990. Actions to revole corporate franchises
(a) General rule.—The Altorney General may institute proceed-
ings to revoke the articies and runchises of a nonprofit corporation
if it: ‘
(3) misused or failed to use its powers, privileges or fran-
chises;
(2} procurcd its articles by fraud; or
31 should not have been incorporated under the statutory
authorily relied upon,
(b} Powers of court—In cvery aclion instituted under subsec-
tien {a) of ikis section the court shall have power to wind up the
affairs of and to dissolve the corporation in the manner provided

:n this subchapter.

Service; Intervention

SOURCE:
Subdivision (a) is the same as Corp. Code § 4652 (business and

nonprofit corporations)*; subdivigsion (b) is the same in substance
as Corp. Code § 4653 (business and nonprofit corporations)”*,

§ 4652. Isgugncn :mq service of summons. Upon the filiny of

a verified compaint lor involuntary winding up or dissolution of a

f:o:‘purz:raon a suramons snall be issued and served on the corparation
I as in other c¢ivil actions,

4653, At any time prior to the trial of the action , any
ahga{ehelder member or creditor may intervene theredm in the
action .
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COMPARABLE PROVISICNS:
N.Y. Not-for-Profit Corporation Law § 1104; ABA-ALI Model Yon-Profit

Corporation Act § 53
§ 1605. Appointment of recelver
SOURCE:

Corp. Code § 4656 (business and nonproflt corporations) (substantially
the same)*

§ 4656. Appointment of receiver; notice and hearing; security.
1f = pe-timo-af-the-FiRs-ai-g ladn or involuntary-dissolution

-----

e»-gb-pRy-sime-thereafiar , after the filing of a complaint under
this article, the court has rezasonable grounds to be-

keve that unless a receiver of the corporation is appointed the inter-

ests of the corporation and its shareholders will suffer pending the

hearing and detcrmination of the complaint, upon the application of
tha-plainsiffy the Attorney General or any party and after e-hearing

+ upen-aueh-net-iee-te--the-eerparat-ian-asnthe-eeur’a—ma.y-direet-and-upan

notice and & hearing and the giving of security pursuant to

Sections 566 and 567 of the Code of Civil Procedure, the court may
appoint a receiver to take over and manage the business and affairs
of the corporation and to preserve its property pending the hearing
and determination of the complaint fer-disselution .

b g e

COMPARABLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 1111; Pa. Corporation Not-
§og-ﬁ-profit Code § 7984; ABA~ALY Model Non-Profit Corporation Act
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§ 1606. Authority of court to grant relief

SOURCE:

Derived from Corp. Code §$5 4E57, 4692

: (business and nonprofit cor-
porationg)*

\

§_. 4657. Order for windirg ap ard dissolution.  After hearing)

the court may decree a winding up and dissciution of the C{}rporatinnl M=MBERS'
if cause therefor is shown, or, with or without winding up anrd dissom-f ACTION
tion, may make such orders and decrees and issue such injunctions inl

the cause as justice and cquity require. s

e

[P

-

\

L
§ 4692, Autlicrily of conrt, I ; i

_ _ Y o5 court, Inany such action, th ;
avder dissclution or wurl othiop or a5 1t doeme i Ay

partial relief as it deems just and!

R e IR Y . n. e

e :(:-rii(-nt. The court slse inuy appoint a receiver for winding up the i
aﬂ*““} of thC‘ corporation, or may order that the cnmor;tion be GENERAL'S
i wound up by its Loard of directors subject to the supervision of the ACTION

% court and to its power to m

ake orders as in Cuse of v i
: 50 s roluntar g
sclution and winding up. rary dis

COMPARARLE PROVISIONS:

N.Y. Not-for-Profit Corporation Law § 1109; ABA~-ALI Model Non-Profit
Corporation Act §. 55

§ 1607. Supervision of the court

SOURCE:
Derived from Corp. Code § 4654 {(business and nonprofit corporations)*

r§ 4654. Jurisdiction; venue. The superior court of the county

i in which the principal office of the corporation is located shall have
jurisdiction of an action for involuntary winding up or dissolution of

. the corporation, and may make such orders for winding up and dis-

f solution of the corporation as justice and equity require, including

% orders providing for the presentation of claims of creditors and the

! barring from participation of creditors and claimants failing to make

i ¢laims and present proofs as required, as in case of proceedings for

i voluntary winding up and dissolution.

COMPARAELE PROVISIONS:

Pa. Corporation Not-for-profit Code § 7987; ABA-ALI Model Non~Profit
Corporation Act § 55



§ 1608,

§ 1609,

Time of commencement of proceedings; effect; notrice

SOURCL:

Subdivision (a) 1s the same in substance as Corp. Code § 4660

{(business and nonprofit corporations)*; subdivision (b) is the

same in substance as part of Corp. Code § 4661 (business and
nonprofit corporations)®*; subdivision (c) 1s new.

~

'E § 4660. Tima of commencementi of proceedings. Involuntary
{ Droceediags for winding up a corporation are deemed to commence
wnen the order few requiring the corporation to winding
wind up and dissolve is 2niered.

l § 4661, Cessation of bhusiness; notice of comimencement of pro-

<% e b

or other disposition . The di-

JTectors shall cause written notice of the commencement of the pro-
ceeding for involuntary winding up or dissolution to be given by mail
to all shareholders and to all known creditors and claimants whose
addresses appear on the records of the corporation, unless the order
for winding up has been stayed by appeal therefrom or otherwise, or
the procecding or the execution of the order has been enjoined.

Provisional director

SOURCE:

ceedings. When ar awvoluntary procecding for winding up has com-
menced, the corporation shall eease to CIUITyY 0n e excent to M

the axtent neseessary for the benefieial-winding-up-thereas
successful winding up of those activities or the preserva-
tion of the value of the corporation's assets pending sale

Corp. Code § 4655 (business and nenprofit corporations) (substantially

the same)*

i § 4655. Appointment of provisional director; deadlocked board.
In case of a deadlock in the board of directors as set forth in sub-

ate
- e e EE e D T T T T O o - )

B il L

8'tﬂhapmy to any such provisional director so appointed.

division (b) of Section 4651—,& notwithstanding any provisions of the
articles or by-laws ef-the-serperation-the court mayein-an-setionfon
el Envoliinta indi T LT rs AL P 13- v ,appﬂint
a provisional director. The provisions of subdivision (b) of Section

1602 ,

!815.5 )

[

=163-



$ 1610. Applicability of voluntary disssiutlon nrovisiens

SOURCE:
Derdved frvem M.Y, Jot- fo:-Trabir Cerpovation Law § 1

s
i
wn

3

R
[y

1 . ;e E . e T kb
1115, Sppienialils F afuer provisions
sarnas of this achiele, thie nrovisions of

(a2} Subjec” b e o
section 1003 [Procedire aflor diarnloston:. 1006 o “orporate 4o
Lomang sarvival of remedies aftec disealtion s, 1607 (iNotice to
creditors - Jiling or Larting Jlatmsd zoo 1070 ¢ Jurisdiction of
supreme court to sepervise lisselubion and Hquidationy shall ap-
PiF to a corporation dissohved under 1hls article.

(b} Any orders nisvidad for in section I8, muy be made at
any staye of an aelion ov soecinl + oeeeding for dissolation of a
corporation under thiz articie, and if the marporation is dissolved
under this article, the cours may retajn Jurssdueton for the pure-

nose of making such orders, after tie dissolution, in such action
or special proceeding.  The court may also make such orders in
separate spectal proceedings, as provided in section 1008,

(c) Nolice {o ereditors and claimants, provided for in section
1097, may also be given, by order of the court, at any stage of an
aetion or special proceeding for dissnlution of & corporation un-

S Ll B et PR s

Jder this article.

COMPARABLE PROVISIONS:
Corp. Code §% 4802, 4803 (business and nonprefit corporations)*

§ 4802, runction of directors in involantary proceedin xs; court
supervision; powers and duties. When invoiuntary proceedings for
winding up or dissclution of a corporation have becn commenced, the
board of directors shall conduct the winding up of the affairs of the
carporation, subjeet to the supervision of the court and the power to
make orrders, as in cuse of voluntary winding up unless other per-
sons are appointed by the court, on good cause shown, to conduct the
winding up.

The directors or such other persons shidl have the same pOWers,
duties, and general authosity as the directors in case of voluniary
winding up and dissclution, ang, subject to any restriclions imposed
by the court, may excreise ali their powers through the executive
officers without any crder of court.

§ 4803. Filling vacaney in board. A vacaney oceurring in the
office of director by death, resiznutic:, failure or inability to act, or
otherwise, during voluntary or involuntary dissolution or windingx up
of a corporation, may be filled by the vote or writien consent of the



holders of shares representing a majority of the voting power, Until
such action by shareholders s majority of the remaining directors,
though less than a quorum, may fill the vacancy; but at any time
thereafter the person so appointed may be removed and his successor
elected by the vote of the holders of shares representing a majority
of the voting power.

§ 1611. Discontinuance

SOURCIE:

DJerived from N.Y. lot-for-Frofit Corporation Law § 1]114%

5 1114, kamﬁnmumeofaﬁhnﬁrsmmMIpnmﬂﬂhg

An action or special proceeding for the dissolution of a corno-
viilom e be discontinued ut any stare when 14 §s established
thiut the cause for dissolution did net exist or no longer exists,
taorach event, the court shall dismiss the action oy special pro-
cesdityge aud direct any receiver Lo rolehver to the corporation ail

LU Petaainiog property,

COMPARABLLE PROVISIONS:
ABA-ALI Model Non-Profit Corporation Act § 58

CHAPTER 9. FOREIGN CORPORATIGHS
Article 1. General Provisions
§ 1701. ‘“Conducting intrastate activities"

SOURCE:
Derived from ABA~ALI Model Non-Profitr Corporation Act § 63*

SECTION 63. ADMISSION OF FORFEIGN
CORPORATION

No forcien corparation shall have the right to conduet
affaive inthis Srate nul it ehindl fave procured a certificaie
of amherity sato da from the Seerctary of State. No for-
eigit corparation shall he eniitled o procare & certificate
of antharicy under 1his Act to conduct in this State SRRy

I
i

affairs which a cornaration oreanized under this Acr i
prohthited from condocting. A foreion corparaiinn shyl)
not be denied a certifieaty of anthority hy reason of the
fiuct that the Taws of the state or conmniry ander which <uel,

corparation Is aroanized DeVErnine s oreanizatinn and
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iniernal affairs diter fren the Lows of this State, and

nothing in this Acy contained shiall be canstrued to zuathor

e this Stote fo reouiate the arpanization or the interna]
affairs of such corporation,

COTTT W thiout excluding ather activices which may noat enn-

v stitute candueting affaivs in this Stade, 2 foreion COrpors

tiem siindl not he considersd fo be conbaeting affairs b e

+o State, for the porposes of thie Ace, by ~easan of carrvin.

et in this Siate any one or more of the follawine nerfviiies:
o . Cinvad .

{2}y Maintaming or deflending anv action o snit or anwy
¢ adnuinistrative orF arbitrat dine, nr effectine the

2
1T
settlerment thereof or the settlement of ¢laing or cispntes,

10 Vi
!

- .

i

ihY Heldine reorines of s divectors or menbers or
Coocarrying an cther activities concerming 1ty internal affaies,

LU NTATTALNINY BADNE IS

(d) Creating evidences of debt, mortzages or liens on
reat or personal propecty.

O Lt . s

i (e} Securing or collceting debts due to it or enforcing
any rights i property sccuring the same.

(1) Conducting its affairs in juterstate commerce.
(g} Granting funds.
i (h) Istribating information to its members.

(17 Conductinz an  isolated transaction cornpleted
within a pericd of thirty days and not in the course of a
rnutnher of repeated transactions of like nature.

L

COMPARACLE PROVISIONS:
Corp. Code § 6203 (business and nenprofit corporations)*; N.Y.

Rot-for-Profit Corporation Law § 13G1*; Pa. Corporation Hot-for-
prefit Code § 8122

§ 6203. Transact intrastate business. “Transact intrastate busi-
ness” means entering into repeated and successive transactions of its

business in this State, other than interstate or foreign commerce.

§ 1301. Authorization of foreign corporations

(i) A Tureign eorporation shall not conduet activities in this
state until it has been authorized to do 8o as provided in this ar-
ticla, A fure.pmn corporation may be authorized to conducet in
tives state any aetivities wiich may be conducted lawfully in this
stabe Ly oo domestie corporation, Lo the extent that it is authorized

- L66w



lo eonduct such activities in the Jurisdiction of its incorpora-
tion, but no other activities. ‘

tb) Without excluding other acts which may not constitute
condueting activities in thie state, a foreign corporation shall
not he considered to be conducting activities in this state, for
the | arposes of thiy chapter, by reason of doing in this state any
ulee e more of the following acts

A1) Malutaining or defending any aetion or proceeding,
whether | udieinl, administrative, arbitrative or otherwise, or

efl;ziting settlement thereof or the settlement of claimsz or 4.«
putes, "

(2) Holding meetings of its dj rectors or its members,

{3) Maintaining bank accounts.

(4) Maintaining offices or agencies only for the trausfer.
exc‘han‘g'e. and regisiration of its securities, or appeinting and
i?:ntammg trustees or depositaries with relation to its secuayri-

(5) Granting funds,

(8} Distributing information to jts members,

(e} The specification in paragraph {b) does not establish «
standard for activities which may subject a foreign corpora-

tion to service of process under this chapter or any other stat.
ute of this state, P Y other stat

§ 1702, Application of other provisions

SOURCE:
New

COMPARABLE PROVISIONS:
N.Y, Not~for-Profit Corporation Law § 1320%; Pa. Corporation
Hot-for-profit Code § 8145

§ 1320. Applicubility of other provisions

() ! In additions * to avticles L (Short title; definitions; ap-
plication; certificates; miscellaneous) * and 8 (Corporate name
and service of process) * and the oiher sections of article 13, the
following provisions, to the extent provided therein, shall ap-
Py to a Toreign corporation conducting activities in this state,
its divectors, officers and members :

(1) Seclion 623 (Members’ derivative action brought in the
right of the corporation to procure o judgment in ils favor).

{2) Seections 721 (Exclusivity of statutory provisions for in-
demnification of directors and officers) through 727 (Insurance
for indemnification of divectors and officers), inclusive.

(1) Section 906 (Merger or conselidation of domestic and for-
Cigll eorporutions),
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§ 1703,

Liability of directors and officers

SCURCE:
New

COMPARABLE PROVISIONS:

Corp. Code §§ 6601, €804 (business aud norprofit corporations)*;
N.Y. Hot-for-Profit Corporation Law § 1321; Pa. Corporation Not-
for-profit Code § 8145*

§ 6601. Liabilities of directors; enforcemant. The directors of
a forcign corporation itransacting business in this State are liable to
the corporation, its shareholders, creditors, receiver, liquidator, or
trustee in bankruptey for the making of unauthorized dividends, pur-
chases of its shares, or distributiohs of assets, or false certificates,
reports or public notices or other violations of official duty, according
to the Jaws of the State or place of incorporation, whether committed
or done in this State or elsewhere.  Such liabilities may be enforced
in the courts of this State,

§ 6804. Foreign incorporation as defense to prosecution for vio-
fation. In a prosecution for a violation of Section 1307, 1309, 1511,
3019, 3020, 3021, or 3022, the fact that the corporation was a foreign
corporation is not a defense, if it was carrying on business or keep-
ing an office therefor within this State.

§ 8145, Applicability of certain safeguards to foreign cor-
porations

(a) Application.—This scetion shall be applicable to any quaii-
ficd or nonqualified foreign corporatinn

(1} which derived more than one-half of iis revenues for
the preceding three fiscal years, or sueh partion thereof as
the corporation was in exislence, frean sources within this
Commonwealth and was at any time during such period doing
business within this Comrionwealth on the basis of the mist
mimimal contacts with this Commonwealth permited under
the Constitution of the United States: or

(2) at least a majority of the bona fide members of which
arce residents of this Commaonwealth.

(b) Internal affairs doctrine not applicable. —The General As-
sembly hereby finds and determines that the foreign carporations
to which this scction applies substantiaily affect this Common-
wealth,  No court of this Commonweulth shall hereafter dismiss
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or stay any action or praceeding by o member, director, officer or
agent of such a corporaticn, as such, against such corporation or
any onc or more of the members, directors, officers or agents there-
of, as such, on the ground that such carparation is a foreign cor-
poratton or that the cause of action relates to the internal affairs
thereof, but every such action shall procesd with like effect as i
such corporation were a1 domestic corporation.  Lxcept as provided
in subsection {¢} of this section, the court having jurisdiction of
the action or proceeding shall apply-the Iaw of the furisdiction un-
der which the foreign corporation was incurparated,

(c) Minimum safeguards.—The foliowing provisions of this part
shall be applicable to foreign corporations (o which this seetion
applies, except that nothing in this subscetion shadl requare the
filing of any document in the Department af State as a Prerequisite
to the validity of any corporaie action or the didng of any curpo-
rute action by the foreign carparation which is impssible under
the laws of its domiciliary jurisdiction ; .

(1} Section 7504(Ly) (refating ty adoption and content of Ly-
laws}.
(2) Section 7508 (relating to corporate records: ingpection).

(3) Section 7335 {relating to annual report of directors or
other body).

(4) Section 7743 (relating to mandatory indemnification).

(3} Section 7755 (relating to time of holding meetings of
members .,

(6 Section 7758(e) (relating to vating lists).

(7} Section 77539(1Y (relating to nnimum requircments),

(8) Section 7702 (relating to judges of election).

(9) Sertion JVirb (reluting to appointment of custodian of
corporation on deadlock or other cause).

(10) Sectinn 7767(b} {relating to expulsion).

(11) Sabehapter E of Chapter 777 {relating to juwdicial su-
pervision of corporate action).

{12} Chapter 792 {relating to fundamental changes).

For the purpeses of this subsection, corporate action shall not be
deemed to he impossible under the laws of the domiciliary juris-
diction of u forvign corporation merely because prohibited or re-
stricted by the terms of the articles, certificate of incorporation,
bylaws or other organic taw of the corporation, but the court miy
require the corporation te amend such organic law so as to be
carsistenl with the minimum safegaards preseribed by this subsec-
tion,

(d) Section exclusive.—-No provision of this article, other than
the provisions of this section, shall be construed to regulate the
mcorperadion or internal affuirs of a foreign corporation.
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§ 1704. Misleading or deceptive corporate name

SOURCE:

Derived from Corp. Code § G404 (business and nonprofit corporations)*

6404, No foreign COrpoTEtn havine o name which s
licely to mislead tle publi or which is {he same as, ot reseinbles
S0 ctosely as to tend to Do lee, Tt e name of g demestie car-
poraﬁun‘{h)thvruunﬂef:iﬁ;nﬂgnﬁorpurathn}ulﬂchisauthur—
ized to transact husiness in thig siale, or {e) a name which is
under roservelion for a proposed corporation, shall transact
business in this state o Gralifly to ds 5o by compliving with the
provisions of ‘s chavtor. nor fle with 2he Sevretary af State
a vopy of anv desument by whick anv sueh name js adopisg,
unless und urtil either: 11} it chiains nn uriter from a court of
competent jurisdiction nerninently restraiuing the other core
poration frows doing business in this sate undes that name
and it files with the Seeretury of Staje o copy of the order of
court, duly certifind by tne viork of thi court; or (i) the Sco-
retary of State finds, upon proo’ by afidavit or otherwise ss
Be may determive, that the busiress o Br eondietar] in this
state hy said forcign corporation is not the same as or similar
to the business being condueted by the corporation {or ta be
conducted by the proposed corpoeration) with whoese name it
“may conflict and that the publie is not likely to he deceived,
and said fereiyn corporation acrees that it will ada to its cor-
perate name some distinruishing word or words aceeptable to
the Secretary of State and that it will use {and the corpora-
tion shall in fact use) the corporale pame with such addition
in all of its dealings with the Secretury of State and in the
eonduet of its affairs fa this stale

COMPARARLE PROVISIONS:

Pa. Corporation Not-for-profit Code § 8123; ABA~ALT Model Non-Profit

Corporation Act § 65
§ 1705. Articles as evidence

SOURCE:

Corp. Code § ABDN (bueiness and nonprofit corperations)(same in

substance)*®

§ 6600. Articles or cartificate of Inzarperalion xs gvidence
a In any aetion or proceedies, rivil or eriminal, in any court of this State, A copy
ol the arficles orevmbiempu—ot—in Fpeiudton or other incerporation papers of &

foreign curporation purporting to be duty certified by the Secretary of State or
other competent official of the Stake or plate under ihe laws of which the COTTRO-
ratlon purnarts ta be Meorperabd, or tie arniginal of any such instrument, or a
vopy of such ovrlifled copy July certified, fs admissible tn evidence by all enuris, and
Is prina facie ovidenes of the inecorperetion, existence, and powers of the COTPOTa-

tlon,

the counry where the foreign ¢orporation held or hotds real property and, when
#0 fild, are conclusive evidence of the inirporation and powers of the corporation
e faver of any bona flde purchaser or encumbrancer of sweh property for value,

gualified to conduect intrastate activities .,

~170=

whether or not the corporation ia-éeing-busineas-iﬁ-this—State

fb! Certified copies of ewah the instruments referred to in sube-
division (a) may be filed in the county clerk's ofFice In

has



§ 1706. Judicial notice of official acts

SOURCE:
Corp. Code § 6602 {business and nonprofit corporations) (same)*
o’
G602 Tn avy action or proveeding, e coart twies Swdicial
notice, in the same anner fhat i fakes Judleiad notice of the
matters listed in Section 452 o7 the “wideiee Code, of the
; offieial aers aifeeting »orporations of the legisiotive, exrentive,
o and judicial departments of the stale or place under ihe
- laws of which the corporation purports 16 be Leorpumced,

L

Rl = LE T W

Article 2. Qualification to Conduct Intrastate Activities
§ 1751, Qualification of foreign corporations

SOURCE:

Subdivigion (a} is derived from the first paragraph of Corp. Code
§ 6403 (business and nonprofit corporations)}*; subdivision (b) is

derived from N.Y. Not-for-Profit Corporation Law § 1301f{a)*.

)

6403. A foreign eorparation shall net trinsact intrastate
¢ business in this state without havine first obtamed from the
Secretury of State a certificate of gualification. To abtain sk
eertificate, the corporation shell fle with the Seerctary of
“Btate, on 4 form preseribed by him, 4 statement and designa-
tion in its eorporute name, signed by its president, or a viee
president, or its seereiary or assistant SeCTetary, ar its treas-
urer, which shall set. forth al! of the following .

(a} Its name and the state or country of 1ts incorporation,

{b} The location and address of it< muin nffies,

(e} The location and address of its principal office within
this state.

{d) The specific business it proposes to transact in this
state.

(e) The name of an agent upon whom process direeted
to the corporation may be served within this state. The agent
may be a natural person residing within the state in whiech
cuse his complete business or residence mddress shall be set
forth, or it muy he a domestic earporation whieh hus filed the
certificate provided for in Section 33013 or a foreign eorpora-
tion which has fled the certificate provided for in Seetion
6403.5. If a eorporate agent be designated, the statement shall
get forth the state or piace under the laws of which such agent
was incorporated and the name of the city, town nr villame
wherein it has the office at which the corperation designating
it as such agent may be served, as set forth in the eertificate
filed by such corporate agent pursuant to Seetion 3301.5,
3301.8, 6403.5 or 6403.5.

{f) Tts irrevocablc consent to servies of process direeted
to it upon the agent designated, and to serviee of process on
the Seeretary of State if the agent so designated or the et s
successor 13 no longer suthorized to act or cannot be found at
the address given.

TR T
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Annexed to sueh steteweat and designation shali be a cer-
tificate by the publie wideer of the stale ar coontry baving
custody of the vriginel aricies or cortificate of lucorporition
or of the net ereating susil serporation, ur by u nublic officer
authorized by the iwws «f <ueh stute or country (o mske such
certificate, to the effect thet such mr]wrm I I8 a1 existingr
corporation in good stnding in the siate ur connory of its in-
eOTPOraAtin,

'
(SN

§ 136G1. Authorization of foreign corporations

() A forelpm corperation shall not eondduct aetivities in this
sante oatil it has been aulhorized o do se as arovided In this ar-
Ticle. A foreigm corporation may e authorized {o eonducet in
nis state any activities which may b conducted lawfully in this
rate Ly g demesbie corporation, 1o the extent that it is authorized
a comduct such activities n the Surisdiction of its incerpura-
on. but no other aetivities

COMPARABLE PROVISIONS:

Pa. Corporation Not-for-profit Code § 8121: ABA-ALI Model Non-
Profit Corporation Act § &3

§ 1752, Certificate of qualification

SOURCE:

Derived from part of Corp. Code § 6403 (husiness and nonprofit
corporations)®*

6403, A forelpn eorporation shall not transnet intrastate
business in this state without havine st abtained from the
Becretary of Brate a certificate of qualification. To obtain such

“Teertificate, the corporation shail file with the Secretury of
State, on o form preseribed by him, g stutement and in,wna-
tion in its cerporate name, signed by it president, or a viee
president, or its seeretary or assistant secrefary, or its treas-
urer, which shall set forth all of the followine:

(a} Its name and the state or country of its incorporation,

(b} The locadon ana address of ite main office.

{e) The location and address of its principal offi-e within
this state.

{d) The specific business it propesss to transact in this
state,

(e) The name of sn agent upon whom process directod
to the corporation may be gerved within this state, The agent
may be & nataral person residing within the stete in whick
case his complete business or residence address shall be set
forth, or it may be a domestic corporation which hes filed the
eertlﬂe(m) provided for in Seetion 33015 or a ioreugn eorpora-
tion which hag filed the certificate provided for in Reetion
64035, If & corporate agent be designated, the statement shall

T Ay
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set fortl: the siate or place amder tie laws o7 whieh sueh agent
was incorporated aad the mame of the oy, et or vnlf_age.
wherein it has the ofiice at which the crrporation desirnating
it as such agent may be served. as set forth b the (LL~riLﬁcat_e
filed by such eorporate agemt pursnant to Section 3301.3,
3301.6, 6403.5 or #4006, ‘ ) o

(f) Ita irrevocghic comseal to service of process direetied
to it upon the apent desipnadsg &nd o seTvice U preess ar
the Seeretary of Brate if the agent go desipnaied ov the g2ent’s
SUCCOSSOT 13 10 tonzer authorized to 2ot or cnntot be foand af
the address given.

Anpexed to such statenient and designatios shadl be acei
tificate by the public oleer of the state or country having
enstody of the erigina! articles or cortifieate of neorporation
or of the act eresting suek corporation, oe oy e oublic afieer
autharized by the inws of savk slate or evuntey to ke such
certiffeate, to the oTect thal sueh corporsilon o oan cabung
corporaiion in wood standing in the siate ve conpiry of its in-

e A T A e e i -
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corporation,

COMPARABLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 1304; Pa. Corporation Hot-
for-profit Code § #124; ABA-ALI Model Non-Profit Corporation

Act § 67

§ 1753. Filing statement and designation; issuance of certificate of
qualificatien

SOURCE:
Corp. Code % 6403.1 (business and nenprofit corporations)
(substantially the same)*
5‘ 6403.1. Upon payment o the fees reguired by law the Sve- i1.'r'52 Y
et I

retary of Statr shall file "o slatement aned desionation pre-

';l seribed in Seetion HFand shall ssue 1o e eorpordiion a

f;: certificate of guslification statiog the date of filing of wed @

¢ statement and designation 2 that the corporation is quuiiiod

Pt teamel-intrasbato—busiiennin this stute suliject, however, -

© do any licensing requiremenis otherwise nposed by this state, ] conduct intra-

i state activities

COMPARAEBLE PROVISIONS:
N.Y. Not~for-Profit Corporation Law § 1305; Pa. Corporation Not-

for-profit Code § 8125; ABA-ALY Model Neon~Profit Corporation Act
§ 68

§ 1754, Existing qualified corporations

SOURCE:
Derived from Corp. Code § 6403,2%

§ 64032 Exlsting qualified corporations: cantlnuange of authorily
Every corporation which, at the tiine this scetion fakes offct, hag quadified to
I transact intrastate business {n this State shedl eontinue to hove such duthority.
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COMPARAELE PROVISIONS:
Pa. Corperation Lot-for-proiit Code % 5121{b)}

§ 1755. Filing amended statement and designation required: when certain

cndnges oouv

SOURCE:

po

Derived from Corp. Cade ¢ #403.0 {ousiness and nouprofit corpora-

tions; {substantizlly the same)#

U777 64033, (st I aay foreipn ear porktion qualified fo -Era-ﬂ*i(cm du

intra.state]

address of its main otfee, the Lueation OF AOATeEs of 148 prmu-

ol
ﬁeﬁmm%mw%‘h&ag# s name, the joeation or [activities changes
—_—_

pat offce in this wiate ]n- BIATL ,Wb‘to be transacted in
this state, lis ay or e sovwvize of weocess, or if me sm&d
(Jd E— eov neiural peeson desi rneted as agent for the serv-
teo of process shall he caanged, or the city, tewn or village
wherein any designated ecorporate agent wmay be served 18
changed, it shall file with the Secretary of State, on a form
preseribed by him, en amended siatement and designation
“setting forth the change or changes made. In the case of a
change of name the amended statement and designation shali
set forth the name relinguished as well as the new nume as
4 sumed and there shall be annezed to the amended statement

and designation a eertificate of the public officer having cus-
tody of the orviginal corporation documents in the state or
place of incorporation to the effeet that such change of name
was made in aecordance with the laws of the state or plsee
of incorporation,

{bi If the change includes a change of name, or a change
affecting a fictitions name pursuant to Seetten—6404y upon the

I
paragraph (2) of

subdivision (d)

ol Section 1704

fiting of the amended statement and designation the Secretary.
of Btate shall issne & new certifleate of gualification,

{e) If the corporaticn orivinally was qualiﬁed to transact
intrastate business in California prier to
and if a specific business has not been set forth in an a.mended
statement and designation filed on or subsequent to that date,
then such infermation shall be set forth in the amended state-
ment and derignation being filed.

§ 1756, Certificate of surrender sf authority

SOURCE:

Lhe operative
date of this
code

Corp. Code § 6700 (business and nonprofit corporations) {substantially

the same)*

l 6700. A foregn corporation which has qualified to teases—
aei—tiipaptirte-bitsitions) D this state nugy surremder it richt to

enguge in such bosiness widun ti0s stafe By Tiag 0 the ol
of th« %*crntarx of szw eertmcmﬁ Sighie r] and wcknow rdeed
by +

m;&t&&t——aee#%ﬂ%«&?—%whwmng furth ail (:1 the fal-

£
conduct intra-

state activi
ties

lowing :
{a} The name of the eorporation as shown on the recapds of
the Secretary of State, and the stare or place of ineorporation
{b) That it revokes its designation of agent for the serviee
of process.

R et Lo T :peortre
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[its chief officer

or any two subor=

dinate officers ,
\




(e That 3osrirrlders 18 adierily 10 Sttt anipasteie | couduct 1n:r333&t€[
‘buui&ws?in this stute, activities J
(d} That 1t vonsvads thar process agrines W 1 Ay detingg

apon any liability sr obligefion facursed witlin this state
prior te the filing of the certitiente of withdrawal iy be
Bervid upon the Secrvtary of Siate,

(ed A post office address fo whiels 1he Seeretary of Hyte
muy mail a copy of A proeess smsicst the corpuration that
ig served upon i, which adidees muv b changed Drom e
to tinie by filing » eertificate entitied * cemificate of chiange of
address of sarrendered forsjun vorsomtion ' simned gl e, T
knowledeed }:':; el ]{r',,‘(. =.‘i_=" }jm.! ‘mﬂjl ”l_:u’l*.'l‘ nlcr- an Offlc?r of the
' et 4 esrreny 11 ho namie o fhe corporation [SOrPoration .
bis been elanged sinee the filiy of s orrTmde 5T SErmTTr—
of authority, the certifieate uf chirune of address abic] st Turih
such new name as well as e name ARPELTInG ol e gertifi
cate of surrender of authority,

Lﬂ P

B

g

A U R s

COMPARABLE PROVISIONS: _

Y¥.Y. Not-for-Profit Corporation Law § 1311; Pa. Corporation Not-
for-profit Code § 8129; ABA-ALI Model Non-Profit Corporatiom

Act § 76

§ 1757. Effect of surrender on pending actions; revocation of appointment
of designated agent

SOURCE:
Corp. Code § 6701 (business and nonprofit corporations) (substantially

the same)*

!""#

§ 6701. Effect of surrender on pending m:tinns; revocation of
appointment of designated agent. The surrender of right to +rensset
busiress conduct intrastate activities in this state does
not affect any action pending at the time. Mere retirement
from érerseesing-businees conducting intrastate activities
within this state without filing s certificate of wibherawai
surrender of authority does not revoke the appointment of
any agent for the service of process within this state.

§ 1758, Attorney General's action te annul or enjoin the certificate of
qualification

SOURCE:
Derived from N.Y. Not-for-Profit Corporation Law §§ 112{a)y(6)*,

1303=*

il . I
f & 112,  Actions or special proceedings by attorney-genera
i (a) The attorney-general may maintain an action or special

proceeding \#{ /}( 7"{(
{6y To restrain a foreten corporalion or fo annutl its authority
to carry on activitigs in this state under zection 1303 (Viola-
T _
4 tiong).
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g 1303, violatians

The attorne: gentra. Mas S oo atiioe {u ras i Tor-
e corporation Trot eosdeeting 1 this seate without sutheriy

LI et ] s e mutnior
I TEO G D T Hdn peiuil o wo e autnor

Any etV

R AT R A ARt cHEFISYEIE FH R
Liring ai. & - ta snrul tee authorty of

a foroign com iz state any achvilios not
cot furth in its appdicaiion for autaorily of certificate of amend-
ment or the authurity o which was obtaimed throarn frawduient

nisrepresentadicn o coneen ment o, a material fact or to en-
Zoin or annul the suthori.a of any Jereisn corperetion which
within this state conirary to few nas dome or aniitied oty act
which 17 dene By & domestis earpoeraton = puld be o cause Dnr it
dissriulion under section 119l (Attorney-general's aetion {or
judicial dissolution). The attorney-peneral shall deliver & cer-
tified enpy of the order of arnulment to the department of state.
" Upon the filing thereof by the department of state the authority

of the foreign corperaticn to conduet activities in this state shall

e g A TR e AR M S B s W e v

e S P

be annulled. The secrelary of state shall continue as agent of
the foreign corporation upom whom process against it may be
served in any action or special proceeding based upon any li-
ability or obligation incurred by the foreign corporation with-
in the state prior to the fiiirg of the certified copy of the order
of annulment by the department of stute,

My

COMPARABLE PROVISIONS:
Pa, Corporation livt-for-prof 1z ;

i profit Code § 8128; ABA~ALI Mod fon-~-
Profit Corporation Act § 73 toded Fon

Article 3. Unauthorized Conducting of Intrascate Activities

§ 1775. Pen £ : c i
Penalty for unauthorized conducting of intrastate activities

SOURCE:
Derived from Corp. Code 4§35 /408, 6840 (business and nonprofit

corgorations}*
] on

fa Ay Serelrn enrporation s hiel frisacts intra

state business lu this stele g whichk daes w0t hold & valid
sertificute Trom the Seeretary o State and 1s 2ot exempt from
the requirement of boiding sneh o eertifieate by fte provisions
of Section 64012 of this ewde muy be subieet to u ;;<z:;;zll"\:' ui
twenty collars {8 day that suh vnauihoriged
intrastate business is transaeted ; and soch forelgn eorporation,
*ﬁg}g}' transacting ':n]aLnburing_ Bisisess o this state, hali he
eemed to consent to the jurisdiciicr of the vourts of Califar-

ala in ary clvil getien arisiay in this state wherein such cor-
cndant and shail be deemed to

U

I ]

poration s named a part
gy J " 0l . . A

havs “"‘“"‘.”"‘l“'ll the Secretary of Btate as the arent npon whom

provess directed to the enrporation nay b

be served within this
state.

~1 76
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shed b sabelivicion Tat of this see-
tion shail be sssessed aconrdine o the v der of davs 1 e
found that the corporciion has been williully dui nauthor-
Imed bus.aoss i his srale, Prosconlen aonder 1ol Lan may
b Lrought, amd the maney pennlty recovered riby vhall
be piid, o the mannee soovided by Neetion GRO0 fae a prose-
cution hrouel uader that ~ertion,

Dol Herwicr an & cornocation pursaant to 1L seclion may
b made by pessonal deiis tr The Beereary of Stoe or o
Al ARSISEITT or deputy seerr of wtyre, of gne eopy of the
precess, together with o writien statemient spmod by the pariy
io the arlion see2izmes such somvice, ar by s attoeney, setting
fartl ar address o which suel pracess shall beosent by the
Secvetary of State.

Lpon receipt of The provess ol bis for therefor, the Seere-
sary of Stute shidl fartiweil forvard the copy of the proeess,
togather with a statement Sndicptine the dofe nvon which the
process was serverll oo the Becrstupey of State, by revistored
or cerlilied wmail, chas prepaid. with rennest Sororoturn
receint, to the ecorporgiior at the address specilied in sad
written statement. .

The corporation shall appear witiin 30 days after delivery
of the process 1o the Seeretary o7 Btate. The Secretary of State
shall keep a record of all sueh process served upon him aad
shall record theretn the tinwe of service and his astion in respect
thereto. The certificate of the Sveeretary of State, under his

4(-‘\

uflicni! seal, vertirving to the receipt of the process and the
forwardlize of suels precess o the corporation, shall be eom-
petent and prima facie svidenes of the watters siated therein.

§ 6800. Transacting istrastate business without qualification;
criminal penadty; who nwy prosecute. Any foreirmn corparation sub:
juet to the provisicus of Chapter 3 o this part which {rangacts intra-
state business in this Svute withont complving therewith is guilty of
a misdemeanar, punishabic by tine of not loss than Sve hundred doi-
wars 23300), nor more than one thotsand dollars (51,0G0), to be re-
covelod in uny courl of competort jurisaiot

HYI

Proseeution undes this section muy be brought by the Altorney
v 1 PR R LI - o M
Leneria or by any district atiorney, I Srought by the latter, one-

hail of the fine eollected stall be paid to the treasurer of the county
m which the conviction was had, and one-half to the State Troasurer.
If brought by the Attorney General the entive amount of fine cofloet-
el shadl be pald to the State Tresaurer o ihe eredit of the Genteral
Faid of the Stato,

COMPARABLE PROVISIONS:
ABA~ALT Model Mon-Profit Corporation Act § 80
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§ 1776. Consent to Juariadicrion; service an Secretary of State

SOURCE:

Derived from part of Corp. Code § 6408 {business and nonprofit
corporations)#

I\‘ir.\l"u. ".".';':;\‘-ic | BAFTE N PN TR N ifl{f'il
5ottt hold a valul
15 5s exempr from

Gslr L Any Jorenn
state busimess in this siale and waich o
pertificate feam the Seorviary oF Stae ar,
the reguirement of hoalisg sush & oo "ll..l ate by tie provisions
of Seetiun 63032 of thin code may L unject foow pokady of
twenty doliars (#2895 for eioh dae that sueh unaathorized

Clotrastate Dusiness s iransactod; aud sael for corparLting,
By transacting woasthorized business in this state. shall be
deeined to consont to the yaclsdiotion of the eou: s el Unlifor

-

gy

1 _ . . s D 1
$ BIOIN any oV action srisrn an fhes state wherein sich eor-
; be u..l{m is named o party defin rid, vl sball h;-r s'-u-mlj tir
ALV et hIL e el . ' RIS LYY AN
| ; i =
T proeess dizesd e e
state.
2o e

“(33 The penalty estahliziod Ly subdivision 7a) of thiy see-
tion shall be assessed aecerding o ihe nwmnber of davs it s
found that the corporation has heen wiltlfolly deing unnuthor-
ized business in this siate, Prosecution under this seetion may
be broucht, and the money poznaity recoveped theredy shall
b paid, in The. manner provided by Section 6800 for g prose-
eution hronghi voder that section,

ST (e Sevviee onoa eorporaticn pursuant o this seelion may
be mare by persesal deitvery so the Seeretary of Siale, ar o
an assistart or depulty secrciary of state, o ase copy of the
process, tocether wetlasariitan statement signed by the party
to the action seching sien serviee, or by Nis attorney, setiing
forth an wldress to which such proeess shall by sent by the
Secretary of State,

Uyionr reseipn of the process and ais fee therelor, the Srore-
fary of =tie shali Yorthiwith Toreaed the eopy af the process,

ugut‘ur with & ~latemen dodiealine ihe date ugm e }.,J*_ e
provess was served tpon the Soonedary of Srate by regisvtered
ar cerlificd il clareess preepaid, with reruest fnr rlliurn
regeipt, 1o the carporation ot Tie address speeified said
writien statenent.

”"hz? carparition shall spposr within .l‘ daas after e]"]!"l‘]"}"
The S v of Stute

2 BRHITT ‘1;;. nnd

ZN At _h

Ba prreesas 1o the Sevretary ol State,
diadl keep a reeom] of all \mzh Priess st
shail record therein the time of servioe and his w tion In respost
thervto. The vertificate of the Seerctary of Stete, under his

Torwaridinge of wion proesss o the coeperation, <hall be com-
petent und provea Sche evalenee of the matters stated therein.

official seal, cortfriug {0 b reseipt of the proeess and the

s b A AR BT T R ik o o Bl P RS e,

3

I
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§ 1777. Disability to maintain action upon Intrastate activity; civil penalty
SOURCE:

Corp. Code § 5801 (business and noaprofit corporations) (substantially
the same)*

[article 2 {com-
mencing with
Section 1751)

§ 6801, Disabllily to malntain action epon intrastate business: clvil penalty

conducts A Lovespe esrporLilon subject do he provisions of bttt gt LT

mtrast—atr:-j .Aln fleis Mrate withooat cougiy o flisewitll 2hised Lol

bty malitmn anFoacinol or prieecdiing Gt G0y INEUSTHTc bbb

activitiee

" g
T

LM e s iy esurt O Lhis Brate, cotsiicaoind preer fo eiHUpiaier with Cligpoer 5ognsil it aCtiVity’ g0
T . . n R . ., . . - . . .. e gt
has vompdied with the provisious theeeef, i t"*,“'?"'""'i‘_:_ [conduct;ed
———
ja}. Paid | T T T e e Lot mecmelary o Siate

& poialty of Lwo bhundeed g0y godurs CRZTHR B0 adddities tn Lawe D s)ute Faor iy

the statewment wad dusiprnaiom reApUired iy Siveirian v —ttbhd— b lr-?cjg‘ ami
: 2

< =] N - - R
(b) Filed ! — with ghe
clerk of the eourd i whp lx AETION i e, cecvipls sheewinig Hie [RiYaen of
sold fews aied pwetdary ud ael Franelise taxes vad auy ethes Cakes oir Lhs s or

preperty in tiss Stufe thiat shuuid Laya lewn | aid Lol paeeid aburing witicll it
it R 0 oNnd Lo he

ed intrastate act1v1t1°L.

COMPARABLE PROVISIONS:

N.Y. Hot~for-Profit Corporation Law § 1313; ABA-ALL Model Non-Profit
Corporation Act § 80

§ 1778. Acting as agent for unauthorized corperation; criminal penalty

SOURCE:

Corp. Code § 6803 (business and nonprofit corperations) (substantially
the same)#*

§ 6803, Transacting business as agent for un::.uthonzed corpo-
conducts ration; criminal penalty. Any person who 4 =

intrastate| wmessqin this State on behall of a foreign anqnnadon which is not
s {conduct such
activities) authorized to ﬁmret—sueh—b&-mam in this State, knowing that it is [SS524C SUCH

tivi
not so authorized, is puilty of a mis ,(’cmeanor puishable by fine of activit

not less than twenty<five dollars (823) nor more than three hundred
dollars (S300),

CHAPTER 10. SERVICE OF PROCESS
CHAPTER 11. SUPERVISION BY ATTORNEY GENERAL
§ 1901. Tower of supervision

SCQURCE:
Derived from Corp. Code § 9305 (nonprofit corporation)*

§ 9505. Property held under public or eharitable trust; super-
vision by attorncy general. A nonprofit corporation which holds
property subject 0 any public or charitable trust is subicet at all
times 1o exarinalion by the Attorney Gereral, on behalf of the
State, 1o ascerizin the condition of s affairs and to what extent, if

«17G



!at all, it may fail to comply with trusts which it has assumed or may

Lgn-;mrt from the general purposes for which it is formed. In case of
any such failure or depuriire the Altovney General shall mstitute, in
the nme of the State, 1he proceedin: s neces=ary 1o correct the non-
vullialee o depaet i,

COMPARABLE PROVISIONS:
N.¥Y. Not-for-Profit Corporation Law § 114%*

§ 114. visitation of suprente court

Type B and Type C corporations, whelher formed wider ger-
eval or special laws, with their beoks and vouchers, shall be ~oh
Ject to the visitation and inspection of a justive of the SCpreld
court, ve of any person appointed by e court 191 that purpoe.
It it appears by the verified petition of a nemher or eraditov of
any such corporation, that it, or its directors, officers or agents
have misappropriated any of tke funds or property of the corpo.
ration, or diverted them from the purpose of its lncorporalion,

ot el the corperation has acquived property in excess of the
aavnint wiich iy is wuthorized hy law 1o hold, or has engaged in
any business other thaa that stated in its ceclificate of incorpe-
redion, the court may orider at notice ©f at least ejglt days,
with a copv ef the petition, be serveid on the corporation and the
persoms charged willy miscondact, requiring them to show cause
ita lime smd plice specified, why they should nol be vegaired to
mulie aad file un doventory and aceount of the property, effects
g Habitities of suel corporation with a detailed stalement of
A= transactions duving the twelve manths next preceding the
rranting of such arder. On the heaving of such application, the
wurl mav make an order reguiring such inventory, account and
~talement to be Tiled, and proceed to take and state an account
4 the properly and liabilitios of the corporation, or may appoint
- referes Tor that purpose. When <uch aceount is taken and
wded, wfter hewringe all the parties to the application, tae court
wi enter o finad erder determining the amount of property so
eidd Ly the coppration, its annuil income, whether any of the
A0Opert or funds ai the corporation have been misappropriated
aiveried te uny other purpese than that for which such corpa-
ahion was itvorporated, and whether such eorporation hus been
sraged i ey eetivity not coverad by its certifivate of incorpn-
st An appeal may be talen from the order by any parly
irieved 1o the appelate division of the supreme eourt, and to
Leceotrt of appeals, as inoa eivil action. No corperation shall
e required tomake ard Ble more than one invertory and account
vy ene yeir, nor o raaie a secomd account and inventery,
Chide proceedings are ponding Tor the statement of an account
ader this section.
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§ 1902, Interrogatorles by Attorney General

SOURCE:
Derived from ABA-ALI Model Non-Profit Corporation Act § 87%

SECTION 87. INTERROGATORIES BY
SECRETARY OF STATE

The Secretary of State may propound to any corporation,
domestic or foreign, subject to the provisions of this Act, and
to any officer or director thereof, such interrogatories as may
be reasonably necessary and proper to enable him to aseertain
whether such corporation has complied with all the provisions
of this Act applicable to such corporalion. Such interroga-
tories shall be answered within thirty days after the malling
thercof, or within such -additional time as shall be fixed by
the Secretary of State, and the answers thereto shall be full
and complete and shall be made in writing and under oath.
If such interrogatories be directed to an individual they shall
he answered by him, and if directed to a corporation they
shall be answered by the president, vice president, secretary
or assistant secretary thereof. The Secretary of State need
not file any document to which such interrogatories relate
until such nterrogatories be answered as hercin provided,
and not then if the answers thereto disclose that such docu-
ment is not in conformity with the provisions of this Act. The
Secretary of Stale shall certify to the Attorney General, for
such action as the Attorncy Gemeral may deem appropriate,
all interrogatories and answers thereto which disclose & viola-
tion of any of the provisions of this Aect.

§ 1903, Action by Attorney General

SOURCE:

Subdivision (a) is derived in part from Corp. Code § 9505 {nonprofit
corporation)*; subdivision (b) is derived from N.Y. Not-for-Profit
Corporation Law § 112{a){(9)*,

§ 9505. Property held under public or charitable trust; super-
vision by attorney gemeral. A nonprofit corporation which holds
property subject to any public or charitable trust is subject at all
times to examination by the Attorney General, on behalf of the
State, 10 ascertain the condition of its affairs and to what extent, if
at all, it may fail to comply with trusts which it bas assumed or may
depart from the gencral purposes for which it is formed, In casce of
any such failure or departure the Atrorney General shall institute, in
the name of the State, the proceedings necessary to correct the non-
gompliance or departure.
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& 112. Actions or special proceedings by attorney-general
&} The attorney
g

« r' * # A+

{3) Upon applicatlion, ex parte, for an order to
special term held within the judicial distriet
corperation is loeated, and if the courl so ord
given under fhis chapter to members g director or an officer of a T{Ee
A rcorporation. For such purpose, the attorney-genersl shall have the
safue status as such wembers, director or of eer.

-weneral may maintain an setion or special procead-

the supreme conrt at a
where tue office of the
ers, to enforee any right

COMPARABLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 117
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